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EDITORIAL  NOTE 

In  tribute  to  Jorge  Manach,  original  member  of  the  Inter-American 
Academy  and  great  figure  of  Latin  America  who  personally  symbohzed 
much  that  was  best  in  inter-American  cultiu'al  relations,  we  print  this 
brief  appreciation  by  his  close  friend  and  associate.  Dr.  Luis  A.  Baralt. 


La  desaparicion  de  Jorge  Manach: 
un  duelo  para  las  letras  hispanoamericanas 

La  desaparicion  de  Jorge  Manach  el  25  de  junio  pasado  constituye 
un  duelo  no  solo  para  Cuba,  sino  para  las  letras  en  Hispanoamerica 
en  general. 

Los  hispanoamericanos  solemos  con  razon  dolemos  del  aislamiento 
en  que  vivimos  y  de  la  poca  repercusion  que  alcanzan  los  esfuerzos 
artisticos  y  literarios  de  cada  republica  en  los  demas  paises  hermanos. 
jCuantos  escritores  de  merito  autentico,  en  efecto,  no  trascienden  de 
$u  Ciudad  o  de  su  pais! 

Merece,  pues,  destacarse  en  la  personalidad  intelectual  de  Manach 
su  evidente  alcance  continental,  basado  acaso  en  el  marcado  tono 
americanista  que  lo  caracteriza.  Fue,  no  cabe  duda,  figura  muy  leida, 
admirada  y  citada  en  el  resto  de  Hispanoamerica.  Aunque  una  gran 
proporcion  de  su  obra  fue  de  tipo  periodistico,  principalmente  en  el 
Diario  de  la  Marina,  Bohemia  y  otros  periodicos  y  revistas  habaneros, 

I  es  indudable  que  penetro  en  la  conciencia  americana  con  numerosas 
I  colaboraciones  en  la  prensa  de  los  otros  paises  y  a  traves  de  comen- 
tarios,  reproducciones  y  criticas  que  de  su  obra  han  hecho  en  los 
I  mismos. 

No  es  ajeno  a  esta  difusion  de  su  nombre,  el  hecho  de  que  Manach, 
1  desde  los  primeros  anos  de  su  carrera  literaria,  se  erige  en  un  propug- 
nador  de  un  mayor  acercamiento  cultural  entre  nuestros  pueblos,  afan 
que  se  traduce  concreta  y  practicamente  en  la  politica  editorial  de  la 
i  Revista  de  Avance  que  funda  en  la  Habana  en  1927  y  perdura  hasta 
i  el  '30.  Algun  dia  habrd  que  estudiar  el  influjo  de  esa  revista  comba- 
tiva  y  juvenil,  no  solamente  sobre  la  generacion  cubana  que  por  esos 
anos  se  iba  formando,  sino  sobre  el  nuevo  “vanguardismo”  literario  en 
el  resto  de  la  America  Latina.  La  Revista  de  Avance,  al  mismo  tiempo 
que  prestaba  atento  oido  a  las  novisimas  corrientes  literarias  de  Eu- 
ropa,  mantenia  estrecho  contacto  con  el  movimiento  intelectual  de 
-  este  lado  del  Atlantico.  Si  se  estudian  los  indices  de  la  revista  se  verd 
la  abundancia  de  nombres  de  escritores  y  artistas  hispanoamericanos 
de  aquel  momento  con  los  que  Manach  e  Ichaso,  el  codirector,  man- 
tenian  activa  correspondencia  que  muchas  veces  aparece  pubUcada 
en  la  revista. 
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Pero  Manach  ha  adquirido  jerarquia  y  estatura  en  nuestra  America, 
no  s61o  por  su  perfil  americanista,  sino  por  sus  relevantes  cualidades  [ 
de  escritor.  Pocas  veces  el  ensayo  habia  tenido  cultivadores  en  que  | 
se  reuniesen,  como  en  Manach,  las  mds  fascinantes  cualidades  estilis- 1 
ticas  con  la  sagacidad  y  disciplina  de  pensamiento.  Esta  feliz  equi- 1 
para' ‘.on  de  lo  estetico  y  lo  filos6fico  se  puso  de  manifiesto  desde  la  r 
aparicidn  en  1927,  de  su  “Indagacidn  del  Choteo”,  examen  espiritual  L 
de  conciencia  que  por  su  boca  hace  un  pueblo  al  analizar  con  seven 
critica  ciertas  peculiaridades  del  cardcter  nacional.  Ya  con  esta  obn 
adquiere  el  aiin  joven  escritor  cubano  nombradia  continental. 

Algunos  anos  mds  tarde  su  reheve  americano  se  acentua  aiin  mis 
con  Marti  el  Apostol,  acaso  la  obra  mds  leida  de  Manach,  un  admirable 
estudio  biogrdtico  que  constituye  una  de  las  primeras  y  quizds  la  mis ' 
redondeada  de  las  visiones  globales  del  grande  hombre  con  que  con- 
tamos  hasta  la  fecha.  Resonancia  tambien  han  tenido  sus  ensayos 
sucesivos:  de  cardcter  politico  {Estilo  de  la  Revolucidn),  literario  (Exa-  P 
men  del  Quijotismo),  rilosdfico  {Filosofta  de  la  Vida),  en  que  siempre  [ 
directa  o  indirectamente,  surge  el  tema  americanista,  palpita  la  preocu-  ■ 
pacidn  por  el  destine  de  nuestros  pueblos  y  se  manifiesta  el  esfuerzo 
indagador  por  dar  con  las  verdaderas  esencias  de  lo  americano. 

Es  que  Manach  fud  hispanoamericano  tipico  tambidn  en  esto:  nunca 
se  encerrd  en  torre  de  marfil.  Fue  politico  active  en  su  patria  y  vivii  > 
las  vicisitudes  politicas  de  los  paises  hermanos  como  cosa  propia. 

Pero  el  americanismo  de  Manach  nunca  fue  del  tipo  hirsute  y  agre-  * 
sivo.  Poseido  de  una  gran  fe  en  “nuestra  America”  y  penetrado  de  la  - 
doctrina  martiana,  tan  bien  analizada  y  expuesta  por  el,  no  fue  ni  anti- 
yankee  ni  anti-espanol.  Tuvo  siempre  “un  lugar  en  el  coraz6n”  para 
el  pais  a  quien  tanto  debia  desde  sus  tiempos  de  estudiante  en  Harvard  i 
y  de  profesor  en  Columbia,  si  bien  se  produjo  en  tone  severamente 
critico,  pero  siempre  sin  odios,  contra  ocasionales  actos  de  la  politica 
exterior  de  los  Estados  Unidos.  Otro  tiemo  lugar  en  su  corazdn  guardi ' 
siempre  para  el  pais  de  su  padre  gallego  y  su  juventud  manchega,  al . 
que  visit6  recientemente  y  dedic6  sus  liltimos  trabajos  publicados.  * 

En  el  orden  del  lenguaje  la  tradicidn  espahola  de  Manach  es  evi- 
dente.  El  estilo  de  Manach  requiere  un  estudio  cuidadoso,  pero  no 
es  esta  breve  nota  el  lugar  apropiado  para  hacerlo.  Baste  senalar  que 
Manach  no  escribe  como  un  espahol;  es  ya  otra  cosa;  pero  aprovecha 
mucho  mds  de  la  tradicidn  Ungiiistica  y  literaria  de  Espaha  de  lo  que 
suelen  hacerlo  nuestros  escritores  de  aquende  el  Atldntico.  Su  his- . 
panoamericanismo  es  un  hispanismo  evolucionado,  como  hubiese  que- 
rido  Don  Andrds  Bello. 
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THE  UNITED  STATES  AND  THE 
LATIN-AMERICAN  ECONOMY 


George  Wythe 

Historically,  the  Middle  and  South  American  countries  have  been 
of  interest  to  the  United  States  primarily  as  sources  of  raw  materials 
and  foodstuffs.  Until  recently,  most  large  U.  S.  investments  went  into 
the  development  of  these  products  and  of  the  transportation  facilities 
necessary  to  move  in  machinery  and  supplies,  and  get  out  raw  materials. 
The  development  of  sugar  plantations  and  mills  in  Cuba,  railways  and 
mines  in  northern  Mexico,  oil  wells  in  Venezuela,  copper  mines  in 
Chile  and  Peru  illustrate  the  process.  And,  of  course,  this  investment 
and  the  exports  arising  out  of  the  investment,  gave  a  great  stimulus  to 
sales  of  U.  S.  goods. 

The  period  from  the  1870  s  to  the  mid- 1920  s  was  the  classic  period 
of  economic  development  in  Latin  America  and  witnessed  a  tremendous 
inflow  of  people  and  investment  capital.  Movements  of  immigrants, 
capital,  and  goods  constituted  an  indissoluble  trinity.  Much  of  oiu: 
literature  on  Latin  America  reflects  a  nostalgia  for  this  golden  era. 

In  1959,  Latin  America  lost  the  position  it  had  held  for  two  decades 
as  the  principal  source  of  U.  S.  imports,  but  it  remains  a  major  supplier. 

Major  Export  Commodities 

Most  of  these  imports  consist  of  foodstuffs  or  of  raw  materials  in 
crude  or  semi-manufactured  form.  Coffee,  sugar,  cocoa  beans,  bananas, 
fresh  vegetables,  meat,  and  fish  are  the  chief  items  in  the  food  category. 
Petroleum  and  products  are  second  only  to  coffee  among  the  principal 
import  items,  and  the  metals  are  also  important:  iron  ore,  copper,  lead, 
zinc,  nickel,  tin.  Some  iron  ore  has  been  imported  from  Latin  America 
for  many  years,  but  has  become  a  major  item  as  U.  S.  supplies  of  high- 
grade  ore  have  dwindled.  Latin  America  also  supplies  a  number  of 
additives  or  alloy  metals,  although  these  do  not  weigh  very  heavily 
in  the  value  totals.  Other  important  industrial  materials  include  wool, 
vegetable  seeds  and  oils,  quebracho  extract,  and  wood.  Some  items  that 
were  formerly  important  have  either  disappeared  from  the  trade  (e.g., 
flaxseed)  or  have  dechned  to  relative  unimportance  (e.g.,  hides). 

Of  course,  Latin  America  has  some  important  exports  that  do  not 
come  to  the  United  States.  For  example,  the  United  States  does  not 
take  any  of  Argentina’s  three  leading  export  products  —  wheat,  com 
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and  fresh  meat,  although  the  United  States  is  a  good  market  for  can- 1  i 
ned  meat,  and  the  United  States  is  no  longer  in  the  market  for  flaxseed  L  t 
or  linseed  oil  —  in  fact,  it  is  a  competitor.  The  United  States  imports  i  o 
some  special  grades  of  cotton,  but  most  of  Latin  America’s  cotton  crop  f 
goes  to  Europe  or  Japan.  The  United  States  takes  Cuban  tobacco  on  a  i 
preferential  basis,  which  excludes  Brazilian  competition.*  The  United  |  s 
States  is  the  chief  market  for  Latin-American  bananas  and  takes  some  I 
pears  and  other  fruits  seasonally,  but  does  not  take  some  fruits  which  j  j 
are  export  items  in  several  countries.  j 

■  f 

Latin  America  not  Content  to  be  Merely  Reservoir  of  Raw  Materials  ] 

No  doubt  U.  S.  imports  from  Latin  America  wdll  continue  to  con-  ^  1 
sist  chiefly  of  crude  and  simply  processed  commodities,  but  it  would 
be  a  mistake  to  think  of  Latin  America  solely  as  a  vast  reserve  of  J  i 
foodstuffs  and  raw  materials  waiting  to  be  developed,  or  to  conclude  i 
that  U.  S.  purchases  of  these  items  will  be  in  sufficient  quantity  and  ' 
value  to  ensure  Latin-America  prosperity  or  satisfy  Latin-America  as¬ 
pirations.  I  ! 

For  one  thing,  Latin  America  is  going  to  consume  a  large  proper-  ^ 
tion  of  its  output,  as  the  result  of  rapid  population  growth,  higher  per '  ' 
capita  income,  and  the  requirements  of  its  own  manufacturing  indus-  - 
tries.  Aheady  exports  of  some  foodstuffs  and  raw  materials  have  de¬ 
clined  —  for  example,  meat  from  Argentina,  cotton  from  Brazil,  hides 
from  Mexico.  Not  so  long  ago,  the  United  States  was  a  large  importer 
of  Mexican  hides  and  supplied  Mexico  with  most  of  its  shoes.  Now,  ^  , 
Mexico  is  a  net  importer  of  hides  and  a  net  exporter  of  footwear.  ^ 

For  another  thing,  there  are  doubts  that  the  United  States  market? 
will  be  sufficiently  dependable,  or  yield  rehurns  adequate  to  maintain  ^ 
an  acceptable  rate  of  economic  growth  in  Latin  America.  The  Latin 
Americans  have  seen  markets  for  their  materials  destroyed  or  reduced 
by  the  development  of  substitutes  or  by  other  types  of  technological 
change.  Likewise,  they  have  seen  their  European  markets  threatened 
by  programs  of  national  self-sufficiency,  preference  to  colonial  pro¬ 
ducers,  or  common  market  arrangements.  A  recent  announcement  that 
the  U.  S.  armed  services  were  interested  in  commercial  experiments  to 
develop  a  substitute  for  coffee  produced  a  near-panic  in  Brazil.  Nor 
does  anyone  know  for  certain  what  the  effects  of  wider  use  of  instant 
coffee  will  be. 

Pessimism  Regarding  Foodstuffs  Exports 

Some  Latin-American  economists  have  expressed  pessimism  regard- 


Prior  to  recent  restrictions. 
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ing  the  future  of  Latin-American  exports,  owing  to  the  relative  inelas¬ 
ticity  of  the  demand  for  foodstuffs,  which  comprise  the  larger  share 
of  Latin-American  exports.  This  inelasticity  of  demand  arises  from  the 
fact  that,  as  incomes  rise,  a  reduced  proportion  of  the  total  income 
is  spent  on  food,  while  a  larger  share  is  devoted  to  manufactures  and 
services. 

U.  S.  economists  have  estimated  that  the  U.  S.  demand  for  farm 
products  is  likely  to  increase  by  40  per  cent  during  the  next  two  dec¬ 
ades,  chiefly  as  the  result  of  growth  of  population,  but  that  the  demand 
for  minerals,  including  fuels,  will  increase  by  80  per  cent  or  more. 
The  growth  in  demand  for  forest  products  is  expected  to  be  about  20 
per  cent. 

The  income  elasticity  for  food  is  much  greater  in  Latin  America 
itself  than  in  the  United  States  and  population  growth  is  at  a  higher 
rate.  Hence  the  increased  demand  in  Latin  America  for  farm  foods 
will  be  large. 

Pessimism  among  raw  materials’  producers  has  been  deepened  by 
studies  of  the  secretariat  of  the  General  Agreement  on  Tariffs  and 
Trade  (GATT)  showing  that  the  exports  of  the  underdeveloped  coun¬ 
tries  as  a  whole  to  the  industrial  countries  represent  a  substantially 
smaUer  proportion  of  aggregate  world  trade  than  was  the  case  in  the 
1930’s. 

Volume  of  most  Exports  Stagnant 

During  the  post-war  decade,  the  Latin-American  countries  did  very 
well  with  their  exports,  chiefly  as  the  result  of  greatly-improved  terms 
of  trade. 

The  aggregate  value  of  Latin-American  foreign  trade  at  current 
prices  was  approximately  fom:  times  as  high  in  1956  as  in  1937,  but  the 
larger  part  of  this  increase  was  due  to  higher  prices  for  Latin-American 
exports.  On  the  other  hand,  the  quantity  of  Latin-American  exports  has 
until  recently  increased  very  slowly.  Exports  of  only  a  few  com¬ 
modities  have  shown  a  definitely  upward  trend  since  1950,  the  most 
important  being  petroleum,  copper,  iron  ore,  and  cotton.  Exports  of 
products  of  the  temperate  Rio  de  la  Plata  area  (grains,  meat,  hides  and 
linseed  oil)  have  declined  from  the  peak. 

The  Latin-American  countries  are  major  producers  of  a  number  of 
minerals,  but  the  position  of  Latin  America  in  relation  to  world  output 
has  improved  since  1945  only  in  the  case  of  petroleum  and  iron  ore. 
Latin-American  production  of  copper,  tin,  precious  metals,  and  some 
non-metallic  minerals  has  declined  since  the  war,  although  the  rise 
in  prices  has  increased  substantially  the  value  of  Latin-American  mineral 
production. 
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Now,  of  course,  the  underdeveloped  countries  are  in  part  at  least  i 
responsible  for  these  trends.  By  improving  production  methods  and  t 
reducing  costs  and  prices  the  Latin-American  countries  could,  no  doubt, 
find  larger  foreign  markets  while  at  the  same  time  satisfying  growing  |  j 
domestic  needs.  Technological  progress  is  being  made  in  agriculture  j 
and  animal  husbandry,  but  it  is  spotty,  and  furthermore  institutional  '  j 
factors  and  political  upsets  prevent  sustained  or  general  progress. 

1 

X  Shifts  in  Composition  of  U.  S.  Trade  , 

We  are  witnessing  a  curious  evolution  of  U.  S.  trade.  While  most  * 
countries  are  anxious  to  export  products  in  as  advanced  a  form  as  pos-  ' 
sible,  the  United  States  is  subsidizing  exports  of  products  in  crude  form.  ^  ' 
U.  S.  imports  of  finished  manufactures  have  been  growing  by  leaps  i 
and  bounds;  Europe  in  1959  took  Latin  America’s  place  as  the  chief  j  i 
source  of  U.  S.  imports,  as  the  result  of  heavy  purchases  of  steel,  ma-  |  * 
chinery,  automobiles,  whiskey,  wines,  and  luxury  goods.  '  i 

Of  course,  some  of  the  Latin-American  countries  are  themselves  ■  , 
large  importers  as  well  as  exporters  of  raw  material  and  foodstuffs. 
The  United  States  normally  imports  about  $2  billion  a  year  of  farm 
products  from  Latin  America  and  sells  to  Latin  America  farm  products  ■ 
to  a  value  of  around  $500  million.  U.  S.  Public  Law  480  has  tended  to 
stimulate  U.  S.  sales,  and  the  recipient  countries  receive  some  decided^ 
advantages,  but  there  are  also  grievances.  The  cotton  and  wheat- j 
producing  countries  are  constantly  concerned  about  the  effect  of  suchj 
sales  on  their  outlets;  in  some  cases  the  temptation  to  take  U.  S.  wheat 
has  caused  economic  distortions  and  abuses;  some  countries  would  like  i 
to  get  foodstuffs  free;  and  there  is  annoyance  at  the  requirement  of  I 
the  Cooley  amendment  to  use  part  of  the  counterpart  funds  to  finance  j 
operations  of  local  U.  S.  companies,  which  their  competitors  feel  gives! 
them  an  unfair  advantage. 


Industrialization 

Although  Latin-American  exports  consist  chiefly  of  primary  or  semi-  [ 
manufactured  products,  industrialization  has  made  sufficient  headway! 
that  it  is  an  important  sector  of  the  economy  in  most  of  the  countries 
and  in  a  few  accounts  for  a  larger  share  of  the  national  income  than 
agricultmre.  The  statistics  tend  to  exaggerate  the  situation  somewhat,  | 
however,  since  many  of  the  establishments  included  in  the  censuses  ^ 
are  hardly  more  than  one-  or  two-man  workshops  using  little  or  no  i 
mechanical  power.  There  are,  however,  some  modern  and  efficient  | 
plants  in  each  of  the  countries.  The  larger  countries  produce  practically 
all  articles  of  conunon  consumption,  such  as  textiles,  shoes,  pottery,  L 
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furniture,  beer,  cigarettes,  soap,  and  building  materials.  All  the  coun¬ 
tries  except  Costa  Rica,  Honduras,  and  Haiti  produce  cement. 

The  chemical  and  pharmaceutical  industries  have  had  a  big  ex¬ 
pansion.  A  number  of  countries  now  produce  alkalies,  sulphuric  acid, 
plastic  materials,  synthetic  fibers,  and  dyestuffs,  and  there  is  increasing 
attention  to  fertilizers,  insecticides,  and  serum. 

Six  Latin-American  countries  (Brazil,  Mexico,  Argentina,  Chile, 
Peru,  and  Colombia)  have  integrated  iron  and  steel  plants,  and  a  Vene¬ 
zuelan  mill  is  under  construction.  These  countries  as  well  as  several 
others  also  produce  steel  from  scrap.  Production  of  rolled  steel  pro¬ 
ducts  amounted  to  3.5  million  metric  tons  in  1958,  or  about  50  per 
cent  of  requirements. 

During  recent  years,  Argentina  and  Brazil  have  taken  steps  to  bring 
about  virtually-complete  manufacture  of  motor  vehicles  (so  far  chiefly 
trucks,  jeeps,  and  station  wagons),  also  tractors  and  railway  rolling 
stock.  This  has  brought  about  the  development  of  steel  casting  and 
forging  industries,  and  also  a  host  of  plants  producing  automotive  parts. 
The  simpler  machine  tools  and  some  types  of  machinery  are  produced. 
In  Brazil,  the  production  of  typewriters  and  other  office  machines  has 
begun,  as  well  as  of  sewing  machines.  A  considerable  variety  of  elec¬ 
trical  apparatus  is  assembled  in  several  countries,  and  in  Brazil  a  start 
has  been  made  toward  production  of  heavy  electrical  equipment. 

Generally  speaking,  the  most  important  industries  in  Latin-America 
are  what  economists  call  materials-oriented  industries,  such  as  sugar 
mills,  where  the  cost  of  transporting  the  raw  material  would  exceed 
savings  on  other  factors  through  processing  at  a  location  other  than 
one  near  the  raw  materials  supply.  Smelters  and  minerals  reduction 
plants  also  fall  in  this  category;  likewise,  meat-packing  and  similar  en¬ 
terprises. 

Another  large  group  of  industries  are  those  that  provide  local  services 
or  are  tied  in  a  sense  to  the  locality,  such  as  bakeries,  foundries,  repair 
shops,  laundries,  and  the  like. 

The  third  large  group  comprises  heavily-protected  industries  produc¬ 
ing  consumer  goods  for  the  local  market,  such  as  textiles,  shoes,  furn¬ 
iture,  pharmaceuticals,  and  innumerable  other  articles,  as  well  as  the 
new  “dynamic”  industries  in  the  metal-working  field,  including  more 
complete  manufacture  of  articles  formerly  only  assembled  from  im¬ 
ported  parts  or  materials. 

Low  Consumption  of  Mechanical  Power 

Despite  impressive  progress,  so  far  only  small  sectors  of  the  econ¬ 
omy  have  been  mechanized.  As  regards  transportation,  for  example. 
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in  a  book  the  author  published  in  1948  he  wrote:  “Even  in  southern  i 
Brazil,  the  economically  most  advanced  area,  the  traveler  on  the  high-  i 
ways  passes  more  animal-drawn  vehicles  than  motor  cars,  while  in  j 
the  rural  areas  of  the  North,  wheeled  vehicles  of  any  kind  are  rare, 
humans  sharing  with  donkeys,  mules  and  oxen  the  burden  of  moving 
produce  to  market.  Donkey  carts  play  a  larger  role  in  the  construction 
of  railways  and  highways  than  earth-moving  machinery”.  The  latest 
available  data  indicate  that  the  per  capita  consumption  of  mechanical  i 
power  in  Latin  America  is  only  6.6  per  cent  of  that  in  the  United  States. 

Latin  America  produces  22  per  cent  of  the  world  output  of  petroleum. 
Local  consumption  is  increasing  rapidly,  as  the  number  of  motor  ve¬ 
hicles  increases,  railways  are  dieselized,  and  more  fuel  is  required  fw 
thermo-electric  plants.  Coal  is  scarce  and  of  poor  quality  —  a  major  , 
deficiency.  There  is  large  water  power  potential,  although  here,  too,  ^ 
there  are  frequently  serious  drawbacks.  There  is  a  shortage  of  electric 
power  everywhere,  in  spite  of  a  10  per  cent  annual  increase  in  gen¬ 
eration  capacity. 

Need  for  Wider  Markets  to  Spur  Capital  Goods  Industries 

So  far,  Latin-American  industrialization  has  been  “derivative”  in 
character,  ^•ince  the  equipment  and  “know-how”  have  been  brought 
in  from  abroad.  The  establishment  of  many  kinds  of  industries  involves 
no  serious  problems.  Latin-American  workers  adapt  themselves  fairly 
easily  to  machine  techniques,  once  they  are  properly  trained  and  af¬ 
forded  reasonable  incentives.  Foreigners  and  first-generation  immigrants  . 
are  conspicuous  among  the  skilled  workers,  production  managers,  and! 
entrepreneurs.  Hundreds  of  U.  S.  firms  have  entered  the  manufacturing 
field,  either  through  branch  plants,  joint  ventures,  or  licensing  arrange¬ 
ments.  Generally  speaking,  these  plants  represent  a  small  initial  in¬ 
vestment.  Machinery  that  is  obsolescent  in  the  United  States  may  be^ 
capitalized,  funds  borrowed  from  a  local  bank  to  get  started,  and  then} 
the  operation  expanded  by  reinvestment  of  profits.  | 

The  creation  of  capital  goods  industry  is  another  story.  This  requires  i 
more  capital,  more  technology,  and  a  larger  market  than  is  usually 
available  in  any  one  Latin-American  country.  It  is  this  problem  of 
finding  wider  markets  that  has  given  impetus  to  the  movement  for  a 
Latin-American  common  market,  just  as  it  did  in  Europe. 

Some  Latin-American  products  have  enjoyed  preferential  tariff  rates 
in  adjoining  countries  under  exceptions  recognized  at  the  time  GATT 
was  organized  in  1947,  and  furthermore  the  southernmost  South  Amer¬ 
ican  countries  —  which  carry  on  80  per  cent  of  the  intra-Latin-American 
trade  —  were  long  able  to  extend  differential  treatment  under  the 
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balance-of-payment  exception  clause.  Now  that  currencies  are  freer,  a 
new  basis  is  required  for  a  preferential  system. 

Chile,  the  country  that  historically  has  been  the  most  persistent 
advocate  of  the  Latin-American  preferences,  is  also  perhaps  the  country 
that  is  most  industrialized  in  proportion  to  population,  and  has  long 
been  ambitious  to  develop  exports  of  manufactured  products.  Chile  has 
been  outstandingly  successful  with  its  steel  mill  at  Huachipato  and  is 
a  modest  exporter  of  steel  products,  chiefly  on  the  basis  of  bilateral 
deals.  Incidentally,  this  plant,  built  by  the  Government  with  Export- 
Import  Bank  financing  and  U.  S.  technical  assistance,  is  now  controlled 
by  private  stockholders. 

U.  S.  and  other  foreign  engineers  visiting  the  plant  of  the  Compania 
de  Acero  del  Pacifico,  S.  A.  at  Huachipato  are  apt  to  be  surprised  to 
leam  the  degree  of  skill  which  has  been  attained  at  the  plant  in  a 
relatively  short  period.  Beginning  in  1950,  with  the  installation  of 
equipment  mostly  of  U.  S.  manufacture,  the  mill’s  operations  were 
largely  supervised  by  U.  S.  technicians.  Gradually,  Chileans  were 
trained  to  take  over  most  of  the  work.  Even  by  1952,  the  majority  of 
operations  were  in  the  hands  of  Chileans,  and  CAFs  workers  and  em¬ 
ployees  are  considered  skillful  and  efficient.  Their  safety  record  is 
outstanding  and  compares  favorably  with  that  of  U.  S.  mills.  At  mid- 
1957,  there  were  only  21  foreign  employees  still  with  the  company  as 
against  6,030  Chileans. 

As  a  large  producer  of  copper,  Chile  is  also  beginning  to  realize  in 
a  small  way  its  ambitions  to  be  an  exporter  of  fabricated  products. 
Chilean  products  manufacturers  get  several  advantages:  The  large  U.  S.- 
controlled  copper  mines  must  supply  the  copper  bars  they  require 
at  a  10  per  cent  discount;  Chilean  wage  rates  are  low  and  the  manufac¬ 
turers  are  disposed  to  accept  lower  profits  than  is  customary  in  the 
United  States;  and  the  Chilean  Government  has  provided  favorable  tax 
and  exchange  treatment.  As  a  consequence,  some  Chilean  copper  sheets 
and  tubes  have  been  sold  in  the  United  States  as  well  as  to  other 
countries. 

A  third  export  industry  is  chemical  pulp  and  newsprint,  produced 
by  plants  financed  by  the  World  Bank  and  using  as  chief  raw  material 
^  the  Insignis  pine  that  has  been  grown  since  1916  in  plantations  mainly 
in  the  Concepcion  area. 

Other  Latin-American  countries  are  very  much  interested  in  exports 
I  of  manufactures.  Mexico  has  hopes  in  Central  Mexico  and  the  Carib- 
^  bean.  Colombia  has  recently  signed  export  contracts  with  five  firms 
under  which  the  firms  agree  to  export  annually  specified  quantities  of 
manufactured  products.  In  return,  the  new  materials  imported  to 
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produce  these  goods  are  exempt  from  customs  duties  and  other  charges,  f 
Many  of  the  existing  U.  S.  branch  plants  were  established  with  at  least  1 
one  eye  on  th"  export  market.  Brazil,  for  example,  ships  electronic  f 
calculating  machines  and  time  clocks  to  other  South-American  countries  j 
and  at  times  to  Europe.  | 

Regional  Trading  Systems  ^ 

The  need  for  wider  markets  to  give  a  firmer  basis  to  industralization  ! 
has  sparked  interest  in  a  regional  preferential  system,  but  tliere  are  also 
strong  political  and  sentimental  factors  involved.  The  movement  in¬ 
volves  both  a  large  regional  grouping  that  would  be  open  to  all  Latin- 
American  states,  and  also  sub-regions  like  Central  America  or  Gran 
Colombia.  In  Central  America,  a  number  of  treaties  have  been  signed 
One  agreement,  signed  June  10,  1958,  by  the  five  historic  Central-Amer-  ^ 
ican  countries,  has  been  ratified  and  put  into  effect  by  El  Salvador,  i 
Guatemala,  Honduras,  and  Nicaragua,  but  Costa  Rica  is  a  hold-out  and  j 
furthermore  in  practice  all  of  the  countries  have  made  reservations  as  i 
regards  most  of  the  articles  of  importance  in  the  trade.  On  February  6,  ^ 
1960,  El  Salvador,  Guatemala,  and  Honduras  signed  a  new  agreement  i 
known  as  the  Treaty  of  Economic  Association.  This  has  been  ratified  f 
by  the  three  countries  and  became  effective  April  28,  1960.  Theoretical- 
ly,  the  new  treaty  goes  further  than  the  1958  one  in  laying  the  bases 
for  a  real  customs  union.  It  provides  for  the  equalization  of  all  import  i 
duties  within  a  maximum  period  of  five  years  from  the  effective  date  i 
of  the  Treaty,  in  accordance  with  the  terms  of  the  Central-American  | 
Agreement  on  Import  Tariff  Equalization  (signed  September  1,  1959); 
and  also  calls  for  “the  free  circulation  of  persons,  goods  and  capitaT  I 
within  the  territories  of  the  signatory  nations.  Under  the  treaty,  aD  ■ 
national  products,  originating  in  the  territories  of  the  contracting  parties  ^ 
and  all  items  manufactured  in  such  territories,  enjoy  free  trade.  55  p 
items  listed  in  Annex  A  are  subject  to  special  treatment,  however,  such  j 
as  quotas,  controls,  or  monopoly  regulations.  This  list  includes  most  d 
the  important  items  now  moving  in  trade  among  the  three  countries,  r 

It  will  be  noted  that  none  of  the  basic  common-market  agreements 
has  yet  been  ratified  by  all  five  of  the  Central-American  countries.  In  j 
an  effort  to  reach  a  workable  compromise,  the  Committee  on  Central ; 
American  Integration,  at  a  meeting  at  San  Jos4  (Costa  Rica)  in  April, 
1960,  called  on  the  Economic  Commission  for  Latin  America  to  prepare  ’ 
a  new  plan,  based  on  the  principles  of  the  Treaty  of  Economic  Associa-  j 
tion,  now  in  effect  for  Guatemala,  El  Salvador,  and  Honduras. 

The  Central-American  countries  have  also  signed  an  agreement  on 
regional  industries,  but  it  is  not  yet  in  effect.  Steps  are  also  being 
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taken  to  coordinate  the  handling  of  traffic  on  the  Inter-American  High¬ 
way,  which  could  facilitate  greater  economic  and  cultural  “integration” 
of  the  region.  Several  regional  training  and  research  institutes  have 
been  established. 

A  broader  type  of  regional  trade  grouping,  open  to  all  Latin-Amer¬ 
ican  countries,  has  also  been  launched.  The  Latin  American  Free  Trade 
Area  (LAFTA)  was  established,  subject  to  ratification,  by  a  Treaty  signed 
February  18,  1960,  at  Montevideo  by  seven  republics  (Argentina,  Brazil, 
Chile,  Mexico,  Paraguay,  Peru,  Uruguay).  This  Treaty  also  provides 
for  the  Latin  American  Free  Trade  Association  and,  in  a  protocol,  sets 
up  a  Provisional  Committee  to  facilitate  the  entry  into  force  of  the 
Treaty. 

The  Treaty  comes  into  force  for  the  first  ratifying  states  thirty  days 
after  the  third  ratification  has  been  deposited  at  Montevideo.  It  is  then 
to  remain  open  to  accession  by  the  other  Latin-American  states.  At 
mid-September,  1960,  no  ratification  had  been  received,  but  the  Pro¬ 
visional  Committee  has  been  active  since  April  20,  1960. 

Free  Trade  Concessions  StiU  to  be  Negotiated 

The  Latin  American  Free  Trade  Association  follows  in  some  res¬ 
pects  the  precedent  of  the  European  Free  Trade  Association  (“Outer 
Seven”),  in  that  each  signatory  will  retain  its  own  tariffs  on  imports 
originating  outside  the  Free  Trade  Area,  but  one  major  difference  is 
that  the  European  agreement  provides  for  automatic  annual  reductions 
of  duties  on  non-agricultural  trade  between  member  countries,  while 
in  LAFTA  the  reductions  must  be  negotiated  periodically.  The  Monte¬ 
video  Treaty  provides  for  two  series  of  negotiations  with  a  view  to  the 
gradual  elimination  of  “duties,  charges  and  other  restrictions”  on  prac¬ 
tically  all  intra-area  trade  over  a  12-year  period,  as  follows:  First,  na¬ 
tional  schedules  specifying  the  annual  reductions  which  each  contract¬ 
ing  party  gives  to  the  others,  the  annual  reduction  to  be  equivalent 
to  not  less  than  8  per  cent  of  the  weighted  average  of  duties  and  charges 
applicable  to  third  countries;  and,  second,  a  common  schedule  listing 
the  products  on  which  the  contracting  parties  collectively  agree  event¬ 
ually  to  eliminate  duties,  charges,  and  other  restrictions.  This  common 
schedule  shall  be  negotiated  at  three-year  intervals,  so  that  25  per  cent 
of  the  aggregate  value  of  the  trade  among  the  contracting  parties  shall 
be  listed  during  the  first  three  years,  50  per  cent  during  the  second  3-year 
period,  75  per  cent  during  the  third  3-year  period,  and  substantially  all 
of  the  trade  during  the  fourth  and  final  period. 

Concessions  granted  on  products  appearing  in  the  national  schedules 
may  be  withdrawn  by  negotiation  among  the  contracting  parties  and 
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on  the  basis  of  adequate  compensation,  but  the  mclusion  of  products 
in  the  common  schedule  shall  be  final  and  the  concessions  granted  in 
respect  thereof  irrevocable. 

The  provisions  of  the  Treaty  of  Montevideo  are  so  flexible  that  it 
is  difficult  at  this  stage  to  judge  its  practical  effects.  Six  of  the  signa¬ 
tories  are  adjacent  South-American  countries,  but  one,  Mexico,  is  geo¬ 
graphically  at  considerable  remove  and  has  very  limited  trade  with 
the  other  signatory  countries.  Nearly  two-thirds  of  the  intra-Latin 
American  trade  is  between  two  countries,  Argentina  and  Brazil.  Con¬ 
sidering  the  twenty  republics  in  the  aggregate,  roughly  10  per  cent 
of  the  recorded  international  trade  is  regional. 

There  is  no  certainty  at  this  time  as  to  the  products  that  will  receive 
concessions  during  the  early  years  of  the  agreement.  The  first  com¬ 
mon  list  will  be  made  up  at  the  end  of  three  years  after  the  entry  into 
force  of  the  Treaty,  but  it  should  be  noted  that  the  contracting  parties 
are  obliged  to  eliminate  duties,  charges  and  restrictions  on  such  items 
only  at  the  end  of  the  12-year  period  calculated  from  the  date  of  the 
Treaty’s  entry  into  force.  To  be  sure,  some,  and  possibly  the  larger  ' 
part,  of  the  items  on  the  common  list  will  also  appear  on  the  national 
lists,  and  these  concessions  are  generalized  to  all  contracting  parties.  | 

Another  source  of  uncertainty  is  that  the  Treaty  provides  for  a 
number  of  exceptions  or  safeguards,  as  follows:  ' 

(1)  Provided  the  customary  level  of  consumption  in  the  import®  j 

country  is  not  thereby  lowered,  non-discriminatory  restrictions  may  be  ' 
imposed  upon  imports  of  products  included  in  the  liberalization  pro¬ 
gram  if  these  products  are  imported  in  such  quantities  or  under  such 
conditions  that  they  have,  or  are  liable  to  have,  serious  repercussions 
on  specific  production  activities  of  vital  importance  to  the  national 
economy  (article  23).  * 

(2)  Measures  to  correct  an  unfavorable  balance  of  payments  may  ' 
be  extended  to  intra-area  trade  (article  24). 

(3)  Advantages  not  extended  to  other  contracting  parties  may  be  j 
extended  to  a  contracting  party  which  is  at  a  relatively  less-advanced  | 
stage  of  economic  development.  Likewise,  the  less-developed  countries 
may  implement  the  trade  liberalization  program  on  more  favorable  terms 
(article  32).  Protocol  No.  5  declared  that  Bolivia  and  Paraguay  were 
entided  to  invoke  these  provisions  for  special  treatment.  Paraguay 
signed  the  treaty,  but  Bolivia  abstained. 

(4)  Imports  of  agricultural  commodities  may  be  limited  to  tbe 
amount  required  (a)  to  meet  the  deficit  in  internal  production  and  (b) 
to  equalize  the  prices  of  the  imported  and  domestic  products  (article  28). 
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(5)  The  provisions  of  the  treaty  are  not  applicable  to  commitments 
to  purchase  or  sell  petroleum  and  petroleum  derivatives  resulting 
from  agreements  concluded  prior  to  the  data  of  signing  the  Montevideo 
Treaty  (Protocol  No.  4). 

Authorization  of  the  contracting  parties  is  required  for  a  country 
to  have  resort  to  the  first  three  of  the  above  five  safeguard  and  ex¬ 
ception  clauses. 

In  the  discussions  leading  up  to  the  signing  of  the  treaty,  one  of 
die  chief  arguments  was  the  need  for  broader  protected  markets  than 
now  exist  in  any  one  Latin-American  country  for  capital  goods  and 
other  products  that  require  substantial  investment  and  advanced  tech¬ 
nical  skills  for  their  manufacture.  However,  as  the  duty  reductions 
within  the  Area  called  for  in  the  national  schedules  need  apply  only 
to  products  actually  traded  during  the  preceding  three-year  period, 
manufactured  products  may  not  enter  importantly  into  the  statistical 
calculation  of  annual  or  triennial  reductions.  During  the  three-year 
period  1954-1956,  the  composition  of  Latin  American  intra-regional  trade 
was  as  follows:  staple  agricultural  commodities,  44.9  per  cent;  fuels, 
25.9  per  cent;  steel  and  semi-manufactured  steel  products,  6.8  per  cent; 
chemicals,  1.0;  cotton  yam  and  textiles,  1.0;  copper  and  semi-manu¬ 
factures  of  copper,  0.4  per  cent;  miscellaneous,  20.0  per  cent. 

Nevertheless,  the  treaty  makes  provision  for  adding  to  the  schedules 
an  increasing  number  of  products  not  yet  included  in  the  reciprocal 
trade  with  a  view  to  expediting  the  process  of  economic  integration  and 
complementarity.  The  contracting  parties  are  urged  to  promote  progres¬ 
sively  closer  coordination  of  their  industrialization  policies  and  may 
sponsor  agreements  among  representatives  of  the  economic  sectors  con¬ 
cerned,  or  negotiate  inter-govemmental  agreements  on  complementarity 
by  industrial  sectors.  It  appears  possible  that  these  provisions,  as  well 
as  other  treaty  stipulations,  may  result  in  preferences  within  the  Free 
Trade  Area,  as  well  as  against  non-signatory  countries. 

One  of  the  basic  principles  of  the  Montevideo  Treaty  is  “effective 
reciprocity  of  benefits”.  The  strict  application  of  this  principle,  how¬ 
ever,  might  well  make  it  impossible  to  work  out  the  periodic  tariff 
cuts  in  the  prescribed  manner.  Clearly  the  capacity  of  the  various 
countries  to  expand  area  trade  is  unequal,  and  those  countries  unable 
to  offer  many  concessions  may  not  receive  many.  Articles  11  and  12 
recognize  this  difficulty  by  authorizing  the  contracting  parties  to  “con¬ 
sider  steps”  to  solve  the  problem. 

Both  the  preamble  and  various  articles  look  toward  the  gradual  and 
progressive  establishment  of  a  Latin  American  Common  Market.  The 
contracting  parties  are  directed  to  “make  every  effort”  to  coordinate 
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dieir  import  and  export  regimes  and  the  treatment  they  accord  to  t 
capital,  goods  and  services  from  outside  the  area.  a 

In  order  to  implement  these  and  other  provisions  of  the  Treaty,  the  * 
contracting  parties  have  had  the  assistance  of  the  Economic  Coming  ^ 
sion  for  Latin  America  and  of  the  Inter-American  Economic  and  Social  ^ 
Council,  which  have  jointly  or  separately  been  engaged  in  preparing  I 
a  number  of  studies,  such  as  the  financing  of  intrazonal  trade  and  I 
various  technical  customs  problems.  ^ 

The  Provisional  Committee  has  also  taken  steps  to  obtain  and  pass  ' 
on  to  signatory  governments  the  information  specified  in  Protocol  No.  1  ' 

for  carrying  out  the  first  round  of  negotiations.  This  Protocol  provides  | 
that  for  this  first  year  the  contracting  parties  shall  initiate  negotiations  * 
of  concessions  on  November  1,  1960. 

Since  four  of  the  signatory  countries  are  members  of  the  General  :  * 
Agreement  on  Tariffs  and  Trade  (GATT),  the  text  of  the  Montevideo  * 
Treaty  was  submitted  to  the  Sixteenth  GATT  Session  at  Geneva  (May-  * 
June  1960),  which  created  a  working  party  to  examine  it.  ,  < 

Proposals  for  Hemisphere  Economic  Union  1 

A  Pan  American  Economic  Union,  including  the  United  States  and  * 
Canada  along  with  Latin  America,  has  been  proposed  by  several  prom¬ 
inent  Americans.  This  has  not  been  spelled  out  in  sufficient  detail  to  ^ 
afford  a  real  basis  for  judgment,  but  it  may  be  doubted  if  the  Latin  ^ 
Americans  would  accept  any  plan  that  would  open  their  markets  to  , 
U.  S.  and  Canadian  competition.  In  1889,  at  the  first  International 
Conference  of  American  States,  the  U.  S.  delegation  proposed  a  cus-  ' 

toms  union  of  the  Americas  but  it  was  indignantly  rejected.  * 

Possibly  one  of  the  main  ideas  back  of  the  proposal  for  a  Pan  * 
American  Economic  Union  is  to  provide  a  framework  for  granting  : 
specific  U.  S.  import  quotas  for  Latin-American  mineral  and  agricul-  i  J 
tural  products  similar  to  the  quotas  established  by  the  Sugar  Act.  This 
would  also  provide  a  mechanism  for  regulating  prices  of  such  pro-  * 

ducts.  In  essence,  such  a  plan  would  have  considerable  resemblance  ' 

to  British  bulk  purchasing  of  basic  import  commodities.  Leaving  aside  ' 
the  administrative  and  political  problems  involved  in  such  undertakings,  ^ 
they  would  have  to  take  into  account  non-Hemispheric  producers  of  > 
most  commodities  or  else  result  in  discriminations  that  would  raise  ! 
serious  problems.  |  i 

j 

Importance  of  U.  S.  in  Latin  American  Economy  i 

There  appears  to  be  very  little  public  understanding  of  the  extent 
of  U.  S.  economic  relations  with  Latin  America.  The  truth  is  that  in  * 
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trade,  in  transportation,  in  investment,  in  technology,  in  credit,  and  all 
along  the  line  the  United  States  dominates  the  field.  For  example, 
the  United  States  supplies  about  half  of  the  aggregate  imports  of  tL  j 
Latin-American  republics,  that  is,  as  much  as  all  the  rest  of  the  world 
combined.  In  the  Caribbean  area  the  U.  S.  supplies  from  60  to  80 
per  cent  of  imports.  Furthermore,  Latin  America  is  much  more  de¬ 
pendent  on  the  U.  S.  market  than  the  U.  S.  is  on  Latin  America.  The 
U.  S.  buys  around  45  per  cent  of  Latin  America’s  aggregate  exports, 
while  Latin  America  takes  22  per  cent  of  U.  S.  exports.  Over  half  of 
U.  S.  imports  from  Latin  America  enter  the  coimtry  duty-free.  The 
United  States  is  virtually  the  only  country  in  the  world  that  does  not 
impose  a  duty  on  coffee,  Latin  America’s  number  one  export. 

Some  of  the  countries  are  rather  unhappy  about  what  they  consider 
to  be  excessive  dependence  on  the  United  States.  For  example,  during 
die  war  and  most  of  the  post-war  period  about  80  per  cent  of  Mexico’s 
trade  was  with  t''e  United  States.  Mexico  benefited  greatly  from  its 
overland  connections  during  the  days  when  submarines  created  dif¬ 
ficult  supply  problems  for  other  countries,  and  the  big  U.  S.  market 
has  been  vital  to  its  prosperity.  Nevertheless,  Mexico  was  restive,  and 
created  a  special  Bank  for  Foreign  Trade  with  the  specific  task  of  de¬ 
veloping  other  markets  and  other  suppliers.  In  practice,  the  Bank  has 
achieved  relatively  meager  results,  and  Mexico  is  now  anxious  to  be¬ 
come  more  dependent  on  the  United  States  by  seeking  a  larger  sugar 
quota. 

Direct  U.  S.  private  investments  in  Latin  America  amount  to  around 
$9  billion  and  are  probably  two  or  three  times  as  large  as  those  of  aU 
other  foreign  national  combined,  and  of  course  the  United  States  is  the 
chief  source  of  international  loan  capital  and  credits.  A  recent  study 
by  the  Department  of  Commerce  showed  that  subsidiaries  or  affiliates 
of  U.  S.  companies  account  for  one-third  of  all  Latin-American  exports. 
This  fact  has  been  cited,  no  doubt  correctly,  as  an  example  of  U.  S. 
contribution  to  Latin-American  economic  development,  but  it  raises 
$e:Ious  misgivings  in  the  breast  of  many  Latin  Americans.  If  we  as¬ 
sume  that  another  10  per  cent  of  Latin-American  exports  are  produced 
by  European  concerns,  then  close  to  half  of  Latin-American  exports 
are  in  foreign  hands.  It  is  no  doubt  true  that  Latin  America  could  use 
still  more  foreign  investment  to  advantage,  but  we  have  been  insensitive 
in  our  tactical  approach  to  Latin-American  susceptibilities  on  this  point. 
Among  the  basic  reasons  for  the  Mexican,  Guatemalan,  and  Cuban  rev¬ 
olutions  has  been  the  reaction  of  the  native  of  these  countries  against 
what  he  considered  to  be  excessive  U.  S.  economic,  political,  and  cul¬ 
tural  penetration. 
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The  recent  tendency  of  some  countries  to  break  away  from  the  lead¬ 
ing  strings  of  the  United  States  and  to  expand  trade  relations  with  the 
Soviet  bloc  arises  largely  from  their  desire  to  assert  their  independence  of 
action  and  to  seek  a  counterweight  to  the  overpowering  embrace  of  the 
northern  colossus.  The  late  Oswaldo  Aranha  in  Brazil  was  a  notable 
spokesman  for  this  point  of  view.  Of  course,  there  are  other  reasons,  ^ 
such  as  attempts  to  achieve  stronger  bargaining  leverage  in  dealing  with  ^ 
the  United  States.  ^ 

This  raises  one  of  the  most  controversial  aspects  of  U.  S.  relations  ^ 
with  Latin  America,  the  matter  of  financial  assistance  or  aid.  Back  in  ^ 
the  good  old  days  before  1930,  the  Latin-American  governments  were  ^ 
able  to  sell  dollar,  sterling  or  franc  bonds  to  pay  for  public  works.  Since  ^ 
1930,  the  market  for  such  issues  has  virtually  disappeared.  The  Export-  ( 
Import  Bank,  the  Development  Loan  Fund,  and  the  international  in- 
stitutions  (of  which  several  new  ones  have  recently  been  created)  are  t 
now  the  dispensers  of  intermediate  and  long-term  loan  capital,  but  g 
the  recipient  governments  would  like  more  funds  and  fewer  restraints 
on  their  use.  Recently  there  has  been  some  criticism,  especially  in  3 
Brazil,  because  the  International  Monetary  Fund,  with  the  concurrence  i 
of  the  U.  S.  Government,  has  insisted  on  monetary  and  credit  reforms  as  t 
a  condition  for  new  credits.  One  has  only  to  read  the  society  columns  S 
of  the  Washington  newspapers  to  learn  that  there  is  a  fairly  steady  stream 
of  high-ranking  visitors  to  Washington  from  all  quarters  of  the  earth,  j 
and  that  most  of  them  have  high  and  “rising  expectations”  as  to  their  j  j 
financial  needs. 

Although  the  Latin-American  countries  have  not  received  the  mas¬ 
sive  grant  aid  —  military  and  economic  —  such  as  has  gone  in  the  past 
to  countries  geographically  nearer  and  more  liable  to  Soviet  aggresion, 
actually  the  expansion  of  U.  S.  payments  to  Latin  America  since  1940  — 
including  United  States  imports  of  goods  and  services,  remittances, 
Government  grants,  and  net  transfers  of  U.  S.  capital  —  has  equalled 
the  rate  of  increase  in  U.  S.  payments  (excluding  purely  military  aid 
transfers)  to  all  other  countries. 

The  rise  in  payments  to  Latin  America  was  achieved  chiefly  through 
the  expansion  in  the  value  of  Latiu  American  exports,  but  with  a  big 
assist  from  other  private  transactions,  such  as  tourist  expenditures  and 
private  investment.  Certainly  the  Export-Import  Bank  and  the  inter¬ 
national  lending  agencies  have  not  discriminated  against  Latin  Amer¬ 
ica,  and  the  Inter-American  Development  Bank  opened  its  doors  at 
801-19th  Street,  N.  W.,  Washington,  D.  C.,  on  October  1,  1960. 
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“Underdeveloped’  is  a  Dirty  Word 

Prime  Minister  Castro  recently  made  an  observation  that  has  not 
eceived  the  attention  in  the  United  States  that  it  deserves.  He  repu- 
liated  the  term  “underdeveloped”,  which  is  humihating,  and  decreed 
hat  henceforth,  in  Cuba  at  least,  the  low-income  countries  would  be 
ailed  “non-industrialized”.  Some  of  us  were  not  happy,  in  1948  or 
hereabouts,  when  the  decision  was  made  to  divide  the  world  into 
he  rich  and  the  poor,  the  haves  and  the  have-nots,  the  developed  and 
he  underdeveloped,  and  to  set  forth  in  strong  colors  the  misery  and 
Krant  of  the  unfortunate  peoples  at  the  wrong  end  of  the  Gross  Nation- 
d  Product  (GNP)  curve.  Some  of  us  were  old  enough  to  remember 
hat  in  the  early  1920’s  the  Mexican  Government  expeUed  a  U.  S.  Red 
Cross  mission  because  it  was  making  an  appeal  to  U.  S.  generosity  by 
depicting  poverty  and  sufferings  south  of  the  Rio  Grande.  No  one  likes 
to  he  told  that  he  is  on  the  wrong  side  of  the  tracks,  although  he  may 
grin  and  bear  it  in  order  not  to  offend  a  rich  Uncle. 

Now,  development  is  a  relative  matter.  Indices  of  per  capita  income 
are  useful  but  they  do  not  necessarily  measure  either  welfare  or  de¬ 
mocracy.  There  is  a  greater  gap  between  Haiti  and  Argentina  than 
here  is  between  Argentina  and  France  or  even  Argentina  and  the  United 
States. 

Institutional  Obstacles  to  Development 

All  of  the  Latin-American  countries  have  enjoyed  periods  of  great 
prosperity  at  various  times  in  the  past,  but  institutional  factors  have 
been  such  that  the  benefits  were  confined  to  a  small  proportion  of  the 
population,  and  incentives  and  opportunities  were  lacking  to  enlist  the 
full  economic  cooperation  of  all  classes  of  society,  without  which  prog- 
res  is  halting  and  spotty.  Furthermore,  endemic  poUtical  instability  has 
all  too  often  wiped  out  the  gains  of  many  year ),  and  crippled  the  factors 
hat  can  create  self-generating  and  self-sustaining  economic  growth. 

Since  the  1940’s,  the  Latin-American  repubhcs,  with  a  few  exceptions, 
have  again  experienced  a  period  of  very  rapid  economic  growth,  one  of 
he  most  favorable  of  any  area  in  the  world.  This  great  boom,  which 
was  reflected  in  new  skyscrapers,  luxurious  homes,  public  buildings  and 
art  galleries,  neon  lights  and  traffic  jams,  a  new  crop  of  multimillonaires, 
and  a  rising  middle-income  group,  has  now  eased  off  a  bit,  and  these 
nations  face  the  1960’s  with  a  mixture  of  hopes  and  fears.  Can  Latin 
America  maintain  the  furious  pace  of  the  1950’s?  There  is  room  for 
doubt,  unless  the  United  States  undertakes  a  massive  grant-aid  and 
loan  program. 

Much,  of  course,  depends  upon  world  political  and  economic  de¬ 
velopments  and  particularly  the  maintenance  of  a  high  level  of  activity 
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in  the  United  States,  but  it  seems  unlikely  that  Latin  America  can  expect 
to  enjoy  the  extremely  favorable  terms  of  trade  that  have  prevailed  in 
recent  periods.  Coffee  has  entered  a  cycle  of  comparative  overproduc¬ 
tion.  It  also  appears  unlikely  that  petroleum  markets  will  be  as  favor¬ 
able  as  during  the  post-war  decade.  Increasing  domestic  consumption 
in  the  Latin-American  countries  has  reduced  quantities  available  for 
export  in  some  items,  and  rising  costs  have  affected  the  competitive 
position  of  Latin-American  producers  in  some  cases. 

Population  growth  has  been  at  a  higher  rate  than  gains  in  produc¬ 
tivity,  with  the  result  that  the  per  capita  increase  in  national  product 
since  1956  has  been  cut  down  to  more  modest  proportions. 

On  the  other  hand,  there  are  many  forces  operating  favorable  to 
Latin-American  economic  growth.  The  rising  world  demand  for  raw  | 
materials  and  foodstuffs  affords  continuing  markets  for  Latin-American  j 
crude  materials,  as  well  as  possibly  for  an  increasing  amount  of  semi¬ 
manufactured  or  processed  articles,  and  not  excluding  some  finished 
manufactures.  As  the  Latin-American  countries  increase  in  population 
and  as  their  economies  expand  and  become  more  diversified,  the  in¬ 
ternal  markets  are  also  taking  on  increasing  importance  and  stimulating  ^ 
vigorous  growth  of  industry.  Unfortunately,  there  continue  to  be  severe 
power  shortages  in  some  sections,  and  inadequate  transportation  is  a 
serious  bottleneck  in  many  regions. 

I 

The  New  Spirit  of  Business  Enterprise  j 

There  are  also  reasons  to  believe  that  the  changes  during  recent  f 
decades  have  been  important  not  only  quantitatively  but  qualitatively 
as  well,  involving  some  “grass-roots”  changes  in  attitudes  and  institu¬ 
tions  that  may  have  enduring  vitality.  The  author  is  inclined  to  give  ■ 
particular  significance  to  the  domestication  of  the  new  technology  in  i 
burgeoning  industrial  centers  and,  above  all,  to  the  growth  of  what  f 
economic  historians  call  “the  spirit  of  business  enterprise”  among  a  [ 
substantial  segment  of  enterprisers  and  investors.  Some  of  the  manifes¬ 
tations  of  this  spirit  are  not  very  agreeable  —  the  early  stages  of  an 
industrial  revolution  are  seldom  idyllic.  For  example,  the  nationalistic 
restrictions  on  foreign  enterprise  reflect  not  only  an  emotional  drive  L 
for  Power  and  Prestige,  but  also  indicate  that  Latin  Americans  are  be-  r 
coming  sufficiently  interested  in  Production  to  covet  business  oppor-  * 
tunities  they  were  formerly  only  too  willing  to  leave  to  outsiders. 

Behind  this  nationalistic  facade,  however,  there  are  sober,  substan-  j 
tial  elements  that  realize  that  Latin  America  cannot  go  it  alone  if  it  | 
expects  continued  progress,  and  that  plans  for  Free  Trade  Areas  can  ■ 
perhaps  at  best  only  touch  the  fringes  of  the  economic  problems.  The  j 
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Brazilian  Federation  of  Industries,  at  its  meeting  in  January,  1960, 
concluded  that  until  Brazil  had  gone  further  toward  developing  and 
consolidating  its  own  economy,  the  Free  Trade  treatment  should  be 
limited  to  lists  of  products  approved  in  advance  and  that  are  required 
to  “cover  domestic  deficiencies”.  Despite  the  vexations  arising  out  of 
over-expanded  U.  S.  programs  and  missions,  and  annoyance  at  U.  S. 
lectures  on  proper  economic  behavior,  none  of  the  Latin  American 
countries  can  easily  get  along  without  the  United  States  market,  and 
few  would  be  willing  to  forego  U.  S.  loans  and  bounties.  Even  the 
irritations  about  certain  aspects  of  U.  S.  policies  are  indication  of  the 
depth  of  the  feelings  of  dependence  on  the  United  States  as  a  market, 
as  a  source  of  capital  and  technology,  and,  perhaps,  as  a  friend  in  need. 


PUERTO  RICO  EN  LA 
"AUANZA  PARA  EL  PROGRESO” 

Juan  M.  Carcia-Passalacqua 

“To  our  sister  republics  south  of  our  border,  we  offer  a  spe»  'al  pledge 
—  to  convert  our  good  words  into  good  deeds  —  in  a  new  alliance  for 
progress  to  assist  free  men  and  free  government  in  casting  off  the  chains 
of  poverty.”  Con  estas  palabras  en  su  discurso  inaugural,^  el  joven 
Presidente  de  los  Estados  Unidos  de  America  se  comprometid  a  unir 
el  Hemisferio  en  una  alianza  para  el  progreso.^ 

Dos  dias  antes,  el  ahora  Presidente  se  habia  reimido  con  el  Gober- 
nador  de  Puerto  Rico,  don  Luis  Munoz  Marin.  Al  terminar  la  confe- 
rencia,  el  Presidente  Kennedy  hizo  una  declaracidn  oficial:’ 

The  hemisphere  needs  a  fundamental  effort,  a  revolutionary  effort 
in  the  best  sense,  to  satisfy  the  desire  of  Latin  American  peoples  for  a 
civilization  that  shall  be  great  materially  as  it  already  is  spiritually. 

Puerto  Rico  has  been  a  laboratory  that  has  enabled  thousands  of  Latin 
American  public  officials,  intellectuals  and  students  to  observe  the  remark¬ 
able  development  of  democracy  and  economic  growth  by  a  people  who 
have  freely  chosen  to  work  out  their  destiny  in  close  association  with  the 
United  States. 

Governor  Munoz  and  I  have  agreed  to  take  measures  to  expand  the 
availability  of  Puerto  Rico’s  facilities  for  a  meeting  place  and  workshop 
where  we  in  the  United  States  and  our  neighbors  in  Latin  America  may 
learn  more  about  our  mutual  problems  and  the  possibilities  f(»r  the  great 
achievements  that  we  can  attain  by  working  together. 

El  papel  que  habrd  de  jugar  Puerto  Rico  en  la  naciente  alianza 
para  el  progreso  se  hizo  evidente  en  estas  declaraciones.  Dentro  del 
modemo  “esfuerzo  revolucionario”  de  America,  Puerto  Rico  habrd  de 
ser  lugar  de  reunidn  y  trabajo,  donde  nos  esforzaremos  por  comprender 
y  demostrar  como  un  pueblo  de  gran  bagaje  cultural  puede  alcanzar 
tambien  grandeza  material,  como  un  pueblo  esencialmente  latinoame- 
ricano  puede  encarar  su  destino  en  estrecha  asociacidn  con  los  Estados 
Unidos  de  America. 

*  The  New  York  Times,  January  21,  1961,  pdg.  8. 

*La  promesa  fu6  mis  tarde  expuesta  en  detalle  en  un  ardculo  en  la  revista 
Life  en  Espanol. 

*  The  New  York  Times,  January  19,  1961,  pig.  1. 
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La  idea  de  Puerto  Rico  como  lazo  cultural  entre  los  dos  continentes  | 
no  es  nueva  aun  en  la  Rama  Ejecutiva  norteamericana.  En  recientei  [ 
declaraciones,*  el  Dr.  Arturo  Morales-Carridn  hizo  un  breve  recuento  1 
histdrico  del  desarrollo  de  la  misma.  Esbocemos  aqui  sus  puntos  sobre-  I 
salientes:  La  isla  de  Puerto  Rico  fue  cedida  a  los  Estados  Unidos  de  p 
America  por  la  Corona  Espanola  en  1898.  Menos  de  diez  anos  despu4s 
el  Presidente  Roosevelt  reconocio  las  posibilidades  de  los  puertorrique- 
nos  como  embajadores  en  America  Latina,  y  nombro  al  Dr.  Julio  Lani¬ 
na  ga  miembro  de  la  delegacion  de  los  Estados  Unidos  de  America  a  la  * 
Conferencia  Panamericana  de  Rio  de  Janeiro  en  1908.  Dos  decadas  | 
despues,  Teodoro  Roosevelt,  hi  jo,  asumid  la  gobemacidn  de  Puerto  Rico.  1 
El  Dr.  Morales-Carridn  le  cita  diciendo  en  1930:®  ^ 

We  as  a  nation  must  look  in  all  probability  on  the  countries  of  our 
hemisphere  as  our  closest  associates  in  the  future.  Of  these,  all  below  the  ! 
Rio  Grande  have  Latin  traditions  and  a  greater  or  lesser  amount  of  Latin  i 
blood.  Puerto  Rico  might  well  be  our  connecting  link.  She  might  be,  so  j 
to  speak,  ouir  show  window  looking  south.  ^ 

Peru  esta  profetica  declaracidn  de  principios  no  llegd  a  ponerse  en  | 
prdctica.  Aunque  Puerto  Rico  era  un  pueblo  latino  bajo  la  bandera 
americana,  no  podia  ofrecer  nada  a  los  pueblos  de  la  America  Latina, ; 
no  gozaba  del  respeto  de  dichos  pueblos.  Era  una  colonia.  Y  una 
colonia  pobre  y  sin  futuro.  El  pueblo  mismo  de  Puerto  Rico  padecia 
de  un  coloniaje  profundo,  un  coloniaje  del  espiritu.  El  puertorriqueno 
babia  desarroUado  un  sentimiento  de  insignificancia  que  no  le  permitia  ^ 
desarroUar  su  inmanente  capacidad  creadora.  j 

En  la  decada  de  1940  el  pueblo  de  Puerto  Rico  forjo  su  revolucion 
social.  Fue  una  revolucidn  sin  sangre,  una  revolucion  en  las  umas.  ^ 
Una  revolucion  en  la  amistad  y  con  el  respeto  de  los  Estados  Unidos, 
aun  cuando  a  veces  la  isla  actu6  contra  los  intereses  de  la  metropoli.  Y  l 
asi  surgi6  de  entre  los  pueblos  sub-desarrollados  ;omo  un  pueblo  que  r 
aprendid  a  trabajar  para  si  mismo.  Del  pueblo  norteamericano  obtuvo 
el  conocimiento  tecnoldgico,  la  proficiencia  material.  De  su  entronque 
cultural  evidencid  el  espiritu  de  superacidn.  Y  did  un  gran  jaldn  crea- 
dor  en  su  marcha  de  progreso.  Por  vez  primera  se  did  cuenta  de  que 
podia  hacer,  podia  crear,  y  tambidn  se  did  cuenta  de  que  su  experien-  j 
cia  podia  servir  a  otros.  A  traves  de  su  Gobemador,  el  pueblo  de  [ 
Puerto  Rico  propuso  que  la  isla  jugase  un  papel  mds  active  en  las  re- 
laciones  intemacionales  de  los  Estados  Unidos.  En  el  programa  de 

*  Statement  by  Dr.  Arturo  Morales-Carridn,  Under  Secretary  of  State  of  thi  i 
Commonwealth  of  Puerto  Rico  before  the  House  Committee  on  Interior  and  Insula  i 
Affairs;  mimeografiado,  23  p&ginas.  I 

*Ibid,  pdg.  5. 
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asistencia  tunica  en  que  se  embarc6  el  pais  al  finalizar  la  Segunda 
Guerra  Mundial  —  el  llamado  Punto  Cuario  del  Presidente  Truman  — 
Puerto  Rico  encontrd  lugar  de  servir  como  ejemplo  de  superacion  para 
los  pueblos  sub-desarrollados.  La  Asamblea  Legislativa  de  la  isla  con- 
tribuyo  con  apropiaciones  para  dicho  programa  aun  antes  de  que  el 
Congreso  de  los  Estados  Unidos  apropiase  fondos  para  el  mismo.  Ya 
Puerto  Rico  podia  ofrecer  algo  a  los  pueblos  de  America:  su  conoci- 
miento  tecnico  recien  adquirido,  su  naciente  confianza  en  si  mismo. 
Pero  aun  era  una  colonia. 

En  la  decada  de  1950,  la  isla  rompid  lazos  coloniales  y  transformd 
su  relacidn  con  los  Estados  Unidos  en  una  de  asociacion  por  consenti- 
miento.  Otra  vez  una  formula  no  ortodoxa,  una  creacidn.  Ahora  que 
la  ultima  piedra  habia  sido  sacada  del  camino  Puerto  Rico  pudo  expan- 
dir  su  papel  como  lazo  entre  ambas  Americas.  La  isla,  junto  a  los  Es¬ 
tados  Unidos,  establecid  programas  de  intercambio  tecnico  y  cultural, 
participd  activamente  en  la  transformacidn  de  la  Comisidn  del  Caribe 
en  un  cuerpo  autdnomo,  se  convirtid  en  sede  de  varias  conferencias 
mundiales  e  Inter-Americanas  y  sus  empleados  publicos  representaron 
frecuentemente  a  los  Estados  Unidos  en  America  Latina.  Ahora,  en  la 
nueva  decada,  parece  destinada  a  jugar  un  papel  mucho  mayor. 

^En  que  consiste  la  capacidad  del  puertorriqueno  para  servir  de 
lazo  entre  las  dos  culturas?  Un  norteamericano  que  llegd  a  Puerto 
Rico  a  principios  de  siglo  describid  la  isla  de  la  siguiente  manera:* 

In  Puerto  Rico  we  have  come  into  the  midst  of  a  people  foreign  to  us 
in  manner  of  thought  and  distinctly  European  in  their  institutional  life. 

For  nearly  four  centuries  the  Roman  Law,  with  its  essentially  different 
theory  of  the  family,  has  governed  domestic  relations;  a  highly  centralized 
administrative  system  has  given  the  tone  to  civil  life,  and  the  Roman 
Catholic  Church,  supported  by  the  State  and  identified  with  it,  has 
strengthened  the  principle  of  authority  which  pervades  both  domestic 
and  public  relations. 

Esta  descripcidn  se  nos  antoja  apropiada  para  la  mayoria  de  nuestras 
hermanas  republicas  latinoamericanas.  Cincuenta  anos  despuds  Puerto 
Rico  es  aun  latinoamericano  en  su  cultura  e  idiosincrasia.  He  ahi  su 
mds  efectiva  herramienta  para  el  arduo  trabajo  de  mejorar  la  com- 
prensidn  entre  esta  cultura  y  la  norteamericana.  Pero  ademds,  Puerto 
Rico  ha  adquirido  la  proficiencia  material  del  pueblo  norteamericano, 
su  capacidad  tecnoldgica.  Esta  es  la  cualidad  mds  util  que  tiene  para 
poner  al  servicio  de  los  pueblos  latinoamericanos.  La  una  sin  la  otra 
harian  al  pueblo  de  Puerto  Rico  inepto  para  servir  de  lazo  entre  la 
I  gran  cultura  latina  y  la  gran  tdcnica  norteamericana,  esa  labor  que  se 

t*  Rowe,  Leo  S.;  The  United  States  and  Porto  Rico,  Longpnans,  Green  &  Co., 
New  York,  1904,  pag.  14. 
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ha  abrogado  en  esta  decada  que  comienza.  Pero  por  encima  de  todo, 
es  la  capacidad  creadora,  la  confianza  en  si  mismo,  el  orgullo  en  d 
esfuerzo  propio  lo  que  puede  brindar  Puerto  Rico.  La  preservacidn  de 
su  utilidad  para  America  estd  basada  en  la  preservacidn  de  su  proph 
personalidad. 

^Cudl  es  el  resultado  en  el  puertorriqueno  de  haber  sido  fulcro  dd 
choque  de  estos  elementos  de  las  dos  culturas  durante  los  liltimos  cin-  ■ 
cuenta  ahos?  El  contacto  con  la  cultura  norteamericana  trajo  consigo  ; 
el  desarrollo  material.  El  puertorriqueno  abraz6  por  algun  tiempo  la 
idea  del  desarrollo  econdmico  como  su  aspiracidn  fundamental,  y  hasta  ’ 
cierto  punto  ha  identificado  dicho  progreso  material  con  la  realidad  I 
politica  de  imidn  con  los  Estados  Unidos.  Pero  esto  no  puede  ser  d 
todo,  pues  si  lo  fuese,  los  pueblos  latinoamericanos  no  aceptarian  una 
alianza  para  progreso  que  implicase  la  substitucidn  de  sus  valores  la¬ 
tinos  por  otros  de  cardcter  materialista.  El  verdadero  valor  de  la  ex- 
periencia  puertorriqueha  estriba  en  que  habidndose  dado  cuenta  de  que 
los  fines  econdmicos  no  debian  ser  su  ultima  aspiracidn  como  pueblo 
y  de  que  si  amenazaban  valores  mucho  mds  importantes,  reacciond  en  ' 
anos  recientes  y  se  aprestd  a  conservar  su  propia  personalidad,  atribu-  ' 
ydndole  nuevos  valores  del  espiritu.  Valores  tales  como  el  esforzarse  , 
en  la  creacidn  de  nuevas  formas  sociales,  econdmicas  y  politicas;  como 
el  de  rendirle  un  servicio  a  sus  pueblos  hermanos.  Son  estos  dos  valores, 
el  de  creacidn  y  el  de  servicio,  los  que  tratard  de  transmitir  a  estos.  A1 
demostrar,  al  explicar  a  los  demds  pueblos  de  Amdrica  la  posibilidad  [ 
de  la  convivencia  en  un  mismo  espiritu  de  dos  elementos  como  el  prag-  f 
matismo  norteamericano  y  el  idealismo  latino,  el  puertorriqueno  se  es- 1 
tard  tambidn  haciendo  un  servicio  a  si  mismo,  conociendose  mejor.  I 
^Cudl  de  estos  dos  elementos  habrd  de  prevalecer,  si  alguno?  A  ? 
preguntas  de  un  periodista  ingles  sobre  el  significado  de  ser  puerto-  [ 
rriqueno,  y  sobre  el  efecto  que  en  esta  personalidad  podria  efectuar  d  * 
contacto  cada  dia  mds  estrecho  con  el  pueblo  norteamericano  y  con  [ 
los  grandes  cambios  econdmicos  resultantes,  un  jtbaro,  un  campesioo  | 
puertorriqueno,  parece  haber  dado  con  una  respuesta  representativa:^ 

Somos  puertonriquenos.  Y  si  usted  me  pregunta  qu4  quiere  decir  6so,  [ 
yo  diria  lo  siguiente:  nosotros  nacimos  en  esta  tierra.  Nos  hemos  ganado 
el  pan  de  cada  dia  en  esta  tierra.  Nuestros  padres  nacieron  aqui  antes  que  i 
nosotros  y  nuestros  hijos  despu^s  que  nosotros.  Esto  ha  sido  asi  por  I 
generaciones  y  por  siglos,  y  hay  una  relacidn  entre  nosotros  y  la  tierra  como 
no  la  puede  haber  con  ninguna  otra  tierra  y  tal  como  ninguna  otra  tierra 
puede  tener  con  ningun  otro  pueblo.  Eso  es  lo  que  quiere  decir  Puertor-  | 
riqueho.  \ 

Los  cambios  no  pueden  tocar  ^sto. 

’Tal  y  como  lo  cita  Abrahams,  Peter;  “The  Puerto  Ricans”  en  Holiday,  vol  29,  I 
no.  2  (February,  1961),  pag.  141.  (Traduccion  del  autor). 
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Esta  parece  ser  la  respuesfa.  Los  valores  fundamentales,  lo  verdadcra- 
mente  significative  no  debe,  no  puede  ser  tocado  por  el  desarrollo  ma¬ 
terial:  la  relacidn  con  la  tierra,  el  trabajo,  la  familia  son  valores  esen- 
ciales.  Cualquier  persona  con  arraigo  latino  ha  de  reconocer  en  estos 
los  valores  fundamentales  de  su  cultura. 

Sin  embargo,  un  problema  se  le  presenta  al  pueblo  de  Puerto  Rico 
mismo  que  no  se  le  plantea  a  los  demds  pueblos  de  America  Latina  en 
este  dmbito  de  su  espiritu:  la  relacion  entre  su  identidad  cultural  y  su 
“status”  politico.  Desgraciadamente,  los  componentes  de  la  realidad  cul¬ 
tural  puertorriquena  han  sido  explotados  para  fines  politicos.  Los  de- 
fensores  de  la  independencia  separatista  enfatizan  sobretodo  la  preser- 
vaci6n  de  la  propia  cultura,  mientras  que  los  defensores  de  la  estadidad 
federada  defienden  como  ideal  bdsico  el  alto  nivel  material  del  pueblo 
norteamericano.  Para  resolver  el  aparente  dilema,  para  lograr  la  pre- 
servacidn  de  la  propia  identidad  cultural  dentro  de  las  relaciones  con 
los  Estados  Unidos  necesarias  para  un  mejor  nivel  material,  el  pueblo 
de  Puerto  Rico  realizd  su  mayor  esfuerzo  creador.  La  solucidn  parecia 
serlo  una  nueva  forma  autonoma  que  se  adaptase  a  las  realidades  po- 
liticas  de  ambos  pueblos,  una  fdrmula  de  asociacidn.  Una  fdrmula  a 
la  vez  pragmdtica  y  espiritual,  a  favor  de  la  cual  se  argumentaba  adu- 
ciendo  que  la  independencia  detendria  el  progreso  material,  y  que 
de  advenir  la  estadidad  federada  el  pueblo  de  Puerto  Rico  seria  ab- 
sorbido  por  la  corriente  cultural  de  los  Estados  Unidos  y  perderia  su 
personalidad  propia.  Pero,  en  este  momento  en  que  de  mayor  utilidad 
seria,  parece  ser  que  esta  posicidn  ha  sido  abandonada,  y  se  advierte 
la  tendencia  a  admitir  que  existe  la  posibihdad  de  preservar  la  propia 
personalidad  aun  siendo  parte  federada  de  la  Uni6n.^  Este  cambio  de 
opinidn  parece  aiin  mds  extraho  cuando  en  este  momento  Puerto  Rico 
se  apresta  a  asumir  su  nueva  responsabihdad  hacia  America  Latina. 
Los  pueblos  latinoamericanos  han  expresado  una  y  otra  vez  mediante 
su  prensa  la  idea  de  que  la  estadidad  federada  para  Puerto  Rico  no  evo- 
caria  entusiasmo  en  la  America  Latina,  ya  que  significaria  un  drdstico 
rompimiento  con  la  tradicidn  Ib^rica  del  pueblo  de  Puerto  Rico,  y 
debido  a  la  cual  los  latinoamericanos  consideran  a  la  isla  como  ”uno  de 
nosotros”.®  La  nueva  empresa  parece  pues  incompatible  con  la  nueva 
posicidn  sobre  el  “status”. 

Por  el  contrario,  la  participacidn  de  Puerto  Rico  en  la  naciente  alian- 

*Vease  The  San  Juan  Star,  San  Juan,  Puerto  Rico,  February  20,  1961,  p4g.  10. 

*  Entre  los  periodistas  y  periodicos  que  han  expresado  esta  opinidn  en  las 
mismas  o  parecidas  palabras  est4n:  El  Tiempo  de  Bogotd;  La  Prensa  de  Nueva 
York;  Roberto  Garcia-Peha  en  El  Mundo  de  San  Juan,  P.  R.;  Rub^n  Corval4n  en 
La  hiacidn  de  Santiago;  y  Juan  S.  Valmaggia  en  La  Nacidn  de  Buenos  Aires.  Todos 
han  sido  citados  extensamente  por  el  Dr.  Morales-Carridn  (V^ase  la  nota  4). 
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za  para  el  progreso  parece  requerir  mayor  flexibilidad  poHtica  para  la 
isla  y  una  mayor  participacidn  propia  en  la  esfera  Inter-Americana. 
Los  Estados  de  la  Uni6n  participan  y  cooperan  en  la  ejecucidn  de  una 
poHtica  de  cooperacidn  intemacional  a  traves  del  voto  de  sus  represen- 
tantes  electos  al  Congreso.  Puerto  Rico  no  pretende  actualmente  dicha  . 
forma  de  participacion,  la  que  es  demasiado  estrecha  para  los  fines 
que  se  persiguen.  Ha  ensayado  una  forma  poHtica  creadora,  mds  prdc- 
tica  para  sus  propdsitos.  “Para  sacar  adelantes  esta  especie  de  autono-  , 
mia  cultural  creadora  se  necesita  una  mayor  independencia  de  la  que 
cabe  esperar  de  la  trama  cerrada  de  un  Estado  federal,  dominado  por 
una  de  las  correspondientes  culturas”.^®  Pero  no  debe  detenerse  ahl  i 
Seria  conveniente  y  deseable  tanto  para  Puerto  Rico  como  para  los 
Estados  Unidos  y  la  America  Latina  que  el  pueblo  de  Puerto  Rico  tenga 
acceso  y  pueda  participar  como  miembro  por  su  propio  derecho  en  aque-  | 
lias  organizaciones  que  existan  o  sean  creadas  para  promover  mejores  ; 
relaciones  entre  ambos  Continentes,  organizaciones  tales  como  la  Co- 
misidn  Econdmica  para  la  America  Latina  (CEPAL),  el  Banco  Inter-  t 
Americano  de  Desarrollo  (BID),  y  eventualmente  al  Organizacidn  de  1 
Estados  Americanos  (OEA).  De  esta  manera,  los  Estados  Unidos  pre-  I 
sentarian  evidencia  adicional  a  la  America  Latina  del  respeto  y  apoyo  f 
al  esfuerzo  creador  que  constituye  el  sistema  de  gobiemo  propio  de  que 
goza  Puerto  Rico,  seria  una  prueba  fehaciente  de  la  mutua  confianza  j 
existente  entre  ambos  pueblos,  y  lo  que  es  mds  importante,  extenderia 
al  campo  de  accidn  de  este  intdrprete  de  ambas  cultural  a  la  esfera  de  ) 
la  comunidad  intemacional.  Esta  debe  ser  la  meta  final  para  Puerto  j 
Rico  dentro  de  la  alianza  para  el  progreso. 

Pero,  la  misma  serd  posible  unicamente  si  el  pueblo  de  Puerto  Rico  ^ 
se  cree  capaz  de  alcanzarla.  La  educacidn  del  pueblo,  el  arma  mds  po-  ; 
tente,  debe  encausarse  hacia  la  idea  de  la  asociacidn,  del  lazo  entre  las  . 
dos  culturas  y  las  dos  Americas.  Asi  quizd,  pueda  deshacerse  de  los  res-  j 
tantes  atavismos  de  un  desvaneciente  coloniaje  del  espiritu.  Puerto  I 
Rico  quiere  cumplir  una  misidn  en  America.  Los  pueblos  se  eligen  a 
si  mismos,  y  dste  lo  ha  hecho.  America  le  brinda  ahora  su  oportunidad. 
Debe  asumir  su  nueva  responsabilidad  con  plena  conciencia  de  lo  que 
significa  para  si  mismo.  Significa  una  reafirmacidn  de  sus  valores:  del  > 
amor  a  la  tierra,  a  la  familia,  al  trabajo,  una  reafirmacidn  de  su  espiritu 
de  creatividad  y  de  servicio.  “Aqui  hay  un  pueblo  con  conciencia  y  per- 
sonalidad  definidas  que  pugna  a  travds  de  multiples  peripecias  por 
estructurar  un  nuevo  orden  politico  y  econdmico  que  le  permita  una 

“  Friedrich,  Carl  J.;  Fuero  Fundamental:  Un  Logro  Ejemplar  de  Puerto  Rico, 
San  Juan,  P.  R.,  1959;  p4g.  15. 
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decorosa  y  fructifera  vida  de  convivencia  americana  e  internacional.”^' 
Esa  pugna  es  creacidn,  y  no  debe  abandonarse  a  menos  que  el  Pueblo  de 
Puerto  Rico  pierda  su  capacidad  creadora.  Si  llegase  ese  momento,  si 
algun  dia  el  pueblo  de  Puerto  Rico  perdiese  su  confianza  en  si  mismo, 
en  sus  creaciones,  entonces  habr4  perdido  su  utilidad  para  America, 
habrd  fracasado  en  su  misidn. 

Aun  entonces,  como  ahora,  habria  que  luchar  para  que  conservase 
su  propia  idiosincrasia,  su  arraigo  cultural,  su  personalidad,  que  al 
fin  y  al  cabo  es  la  esencia  de  un  pueblo  y  es  su  libertad:  el  saberse  a 
si  mismo. 


Marrero,  Domingo;  Los  Fundamentos  de  la  Libertad,  discurso  pronunciado 
en  la  vig6simotercera  colaci6n  de  grados  del  Instituto  Polit6cnico  de  ^erto  Rico, 
14  de  mayo  de  1949,  mimeografiado,  13  piginas. 
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A  REAPPRAISAL  OF 
THE  ECONOMIC  RECORD  OF 
VENEZUELA,  1939-1959 


Thomasine  Cusack 

The  year  1959  was  a  crucial  one  for  Venezuela.  Politically,  it  marked 
the  end  of  an  era  of  military  dictatorship.  Economically,  with  the  ap¬ 
pearance  of  a  world  surplus  of  oil,  it  marked  the  termination  of  a  period 
of  prosperity  unique  in  type  and  unparalleled  in  degree.  This  turning 
point  in  the  destiny  of  the  nation  would  seem  to  be  a  fitting  time  for  an 
appraisal  of  Venezuela’s  recent  growth  record. 

Such  an  appraisal  reveals  the  fact  that  during  the  past  twenty  years 
Venezuela’s  remarkable  economic  gains  were  brought  about  by  a  unique 
combination  of  growth  factors.  Some  of  these  Venezuela  possessed  in 
common  with  other  Latin-American  countries.  But  others,  in  particular 
Umse  of  a  spatial  and  temporal  character,  have  been  singularly  its  own. 

The  growdi  features  that  Venezuela  has  shared  with  much  of  the 
rest  of  Latin  America  are  three  in  number.  First,  the  initial  and  to  some 
extent  the  dominant  factor  setting  the  pace  for  tne  internal  growth  of 
the  nation  has  been  an  increase  in  its  export  earnings.  Second,  direct 
investment,  accompanied  by  the  reinvestment  of  earnings,  on  the  part 
of  United  States  corporations  has  proved  to  be  the  major  source  of 
developmental  capital  for  the  Venezuelan  economy.  Last,  the  program 
of  industrialization  undertaken  nationally  has  contributed  toward  the 
expansion  of  its  total  product,  although  incidentally  giving  rise  to  a  new 
type  of  economic  unbalance  not  anticipated  m  the  early  postwar  years. 

During  these  years,  export  earnings  derived  from  a  larger  share  of 
expanding  world  trade  began  to  increase  so  notably  throughout  almost 
all  of  the  Latin-American  nations  including  Venezuela  as  to  dominate 
the  course  of  their  development.  By  1948,  when  the  total  volume  of 
world  exports  had  just  retiunoed  to  prewar  levels,  the  quantum  figure  for 
Latin  America  already  exceeded  that  of  1938.  The  dollar  value  of  such 
exports  also  rose  much  more  rapidly  immediately  a  ter  the  war  than 
was  the  case  with  those  of  other  trading  regions  except,  of  course,  the 
die  United  States.  Latin-American  export  earnings  for  the  area  as  a  whole 
increased  fourfold,  or  from  $690  million  in  1938  to  $3  billion  in  1948, 
with  a  further  increase  to  $5  billion  by  1956.  Relative  gains  from  exports 
in  the  case  of  Venezuela  itself  advanced  even  more  spectacularly,  ris¬ 
ing  from  $181  million  in  1938  to  over  $1  billion  in  1948,  and  then  doubling 
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again  in  less  than  a  decade.^  Simultaneously  with  this  upsurge  in  the 
volume  and  dollar  value  of  exports,  there  occurred  a  major  shift  in  the 
markets  for  Latin-American  goods,  away  from  Western  Europe  and  the 
United  Kingdom  toward  the  United  State.  This  trend,  which  had  begun 
on  a  small  scale  at  the  turn  of  the  century,  became  intensified  during 
and  immediately  after  the  second  World  War,  when  the  United  States 
was  engaged  in  re-stocking  and  re-ordering  its  economy. 

Whereas  during  the  1901-1915  period,  about  two-thirds  of  Vene¬ 
zuela’s  total  exports  and  imports  had  gone  to  European  markets,  by 
the  late  1940’s  only  a  little  less  than  one-third  was  directed  there,  while 
exports  to  the  United  States  had  doubled,  rising  from  one-fourth  to 
one-half  of  the  aggregate.^  Between  1946  and  1948,  for  example,  the 
total  exports  going  from  Latin  America  to  Western  Europe,  where  the 
task  of  postwar  reconstruction  was  still  incomplete,  barely  approached 
prewar  levels,  although  exports  to  the  United  States  were  almost  twice 
in  volume  compared  with  those  of  the  1936-1938  period.  The  prosperity 
of  the  United  States,  uninterrupted  except  for  the  minor  recession  of 
1948,  maintained  a  continuous  demand  for  Latin-American  raw  mate¬ 
rials  and  specialized  food  crops,  such  as  petroleum  and  coffee,  which 
alone  accounted  for  more  than  fifty  per  cent  of  total  exports.  Furdier- 
more,  the  earnings  thus  derived  by  Latin  America  served  fortunately  to 
offset  its  losses  in  British  and  continental  markets.^ 

When  finally,  by  the  mid  1950’s,  both  Britain  and  Western  Europe 
had  succeeded  in  recovering  their  lead  as  suppliers  and  purchasers  of 
goods  in  most  trading  centers  of  the  world,  they  nevertheless  failed  to 
regain  their  former  preeminence  in  Latin  America.  On  the  one  hand, 
new  relations  in  trade  and  geographical  proximity  had  established  some¬ 
thing  close  to  a  natural  partnership  between  this  region  and  the  United 

*  Yearbook  of  International  Trade  Statistics,  1956,  VI.  II,  United  Nations,  1957, 
Table  C,  p.  24,  Table  A,  p.  9;  Directions  of  International  Trade,  United  Nations, 
December,  1957,  p.  6-7.  In  “Latin  American  Trade  with  the  G)mmon  Market 
Countries  of  Europe,”  Economic  Bulletin  for  Latin  America,  United  Nations, 
Santiago,  Chile,  March,  1959,  it  is  noted  that  since  the  Second  World  War, 
economic  expansion  in  the  United  States  and  Europe  has  contributed  directly  to 
the  large  and  growing  volume  of  Latin  America’s  export  trade,  (p.  10). 

*  Economic  Bulletin  for  Latin  America,  March,  1958,  p.  4.  This  account 
brings  up  to  date  an  earher  study  of  the  shift  in  trade,  A  Study  of  Trade  between 
Latin  America  and  Europe,  prepared  by  the  Economic  Commission  for  Latin 
America,  The  Economic  Commission  for  Europe  and  the  Food  and  Agriculture 
Organization,  United  Nations,  Geneva,  1953. 

*  “A  Preview  of  Economic  Situation  in  Latin  America  during  1956”,  Economic 
Bulletin  for  Latin  America,  United  Nations,  February,  1957,  p.  12.  In  the  World 
Economic  Survey,  1956,  II,  Preliminary  edition.  United  Nations,  1957,  it  notes  that 
North  America  secured  around  70  per  cent  of  its  petroleum  imports  and  60  per 
cent  of  its  base  metal  imports  from  Latin  America  in  the  1955-1956  period 
(pp.  5-5,  5-6). 
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States.  On  the  other,  the  European  countries  had  come  to  turn  to 
Africa,  the  Middle  East  and  the  Commonwealth  areas  as  increasingly 
important  suppliers  of  commodities  for  which  Latin  America  had  pre¬ 
viously  been  the  almost  exclusive  source.* 

By  the  1950’s,  too,  the  import  requirements  of  all  industrial  countries, 
but  more  especially  those  of  Western  Europe,  had  changed  radically. 
A  technological  revolution  in  agriculture  similar  to  that  which  had  taken 
place  earUer  in  the  United  States,  had  reduced  the  need  for  food  im¬ 
ports®  to  such  an  extent  that  food  exporting  countries  outside  of  Europe 
and  North  America  foimd  themselves  rapidly  becoming  the  “poor  rela¬ 
tions  of  international  trade.”  *  The  demand  for  industrial  raw  materials, 
chiefly  mineral  fuels  and  non-ferrous  metals,  on  the  contrary,  had  in- 
aeased  proportionately  as  the  economies  of  Western  nations  expanded 
beyond  prewar  dimensions,  with  industrial  production  rising  at  an 
average  rate  of  7.9  per  cent  per  year  and  a  steady  growth  of  trade  in 
manufactured  goods  accompanying  a  general  rise  in  incomes. 

In  the  case  of  Venezuela,  the  strong  upward  market  for  petroleum 
led  to  a  notable  expansion  of  its  facilities  for  production  and  refining, 
enabling  it  to  increase  its  output  of  oil  at  the  high  rate  of  nine  per  cent 
per  annum.  Petroleum  exports  rose  correspondingly  until  by  1956,  Ve¬ 
nezuela  had  become  the  principal  producer  of  Latin  America.  In  that 
year  it  not  only  supplied  around  one-third  of  the  total  oil  exports  of  the 
Free  World  but  more  than  a  quarter  of  all  of  Latin  America’s  exports 
taken  together.*^  Receipts  from  petroleum  shipments  abroad  reached 
$2.2  billion  —  an  increase  of  more  than  $1.5  billion  over  1946  —  and 
Venezuelan  gold  and  dollar  reserves  constituted  one-fourth  of  those 
held  hy  the  entire  region.®  Such  earnings  were,  furthermore,  steadily 

*  World  Economic  Survey,  1956,  Part  II,  pre.  ed.,  Ch.  II,  Table  I,  p.  5-10, 
“Latin  American  Customers,”  The  ^Economist  (London),  February  6,  1954,  p.  373; 
Economic  Survey  of  Europe,  1957,  United  Nations,  Geneva,  1958,  Ch.  IV,  p.  7; 
Survey  of  Current  Business,  U.S.  Department  of  Commerce,  Washington,  D.C., 
December,  1956,  pp.  10-12. 

‘“Latin  American  Trade  with  Common  Market  Coimtries,”  “Economic  Bul¬ 
letin  for  Latin  America,  March,  1959,  p.  11;  final  edition.  World  Economic  Survey, 
1956,  United  Nations,  1957,  pp.  137  and  103,  Tables  40-41.  See  also  Europe 
To-Day  and  in  1960,  Vl.  I,  O.E.E.C.,  Paris,  1957  for  changes  in  imports  ot  indusinai 
sectors  in  the  European  economy,  Table  4,  p.  23;  and  further  comments  on  the 
plight  of  the  food  exporting  countries  in  Latin  America,  Galo  Plaza,  “For  a 
Regional  Market  in  Latin  America,”  Foreign  Affairs,  July  1959,  p.  609. 

*“A  Single  Trading  World?”  The  Economist  (London),  October  11,  1958, 
p.  119. 

’  Economic  Survey  of  Latin  America,  1957,  United  Nations,  New  York,  1959, 
pp.  46-48;  Economic  Survey  of  Latin  America,  1956,  pp.  19-20;  20-30;  48-49; 
Yearbook  of  International  Statistics,  pp.  52-58. 

‘Data  on  Venezuela’s  gold  reserves  may  be  found  in  the  Report  of  the 
National  Council  on  International  Monetary  and  Financial  Problems,  Washington, 
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reinforced  by  inflows  of  capital  and  the  internal  financing  of  the  oil 
companies,  chiefly  those  of  the  United  States.  For  here  as  elsewhere 
in  Latin  America  a  continuing  high  level  of  exports  depended  almost 
as  much  upon  adequate  investment  as  upon  a  strong  world  market. 

This  considerable  degree  of  dependence  upon  the  direct  investments 
of  corporations  from  the  United  States  may  be  regarded  as  a  second 
growth  feature  that  has  characterized  both  Venezuela  and  Latin  Amer¬ 
ica  as  a  whole  in  recent  years.  Such  investments  rose  by  one-half  he- 
reaching  $7  billion  in  1956  as  in  contrast  to  the  1946  figure  of  only  $3 
bilhon.®  After  1950,  however,  reinvested  earnings,  rather  than  the  flow 
of  new  capital  as  in  the  early  postwar  years,  came  to  account  for  more 
than  fifty  per  cent  of  total  direct  investment  on  the  part  of  the  United 
States.  Some  of  these  earnings  were  retained  as  a  result  of  the  trade 
and  exchange  restrictions  existing  in  various  countries,  while  others 
were  used  to  build  plants  and  secure  supplies  before  such  restrictions 
might  be  imposed.  Still  others  were  diverted  along  with  fresh  funds  into 
new  markets  which,  by  their  size  and  rate  of  expansion,  gave  promise  of 
more  than  adequate  returns.^® 

As  a  result  of  this  policy,  the  net  book  value  of  the  direct  investments 
of  the  United  States  fails  to  show  the  full  impact  that  they  exerted 


D.C.,  January  7,  1957,  Table  Bl,  pp.  30-31;  International  Financial  Statistics,  Inter¬ 
national  Monetary  Fund,  July  1959,  pp.  256-257;  World  Economic  Survey,  1957, 
United  Nations,  New  York,  1958,  p.  185. 

'Apart  from  such  investments  and  periodic  loans  from  the  Export- Import  Bank 
and  the  International  Bank  for  Reconstruction  and  Development  as  well,  Latin 
America  as  a  region  would  have  experienced  a  serious  deficiency  in  development 
capital  during  the  post  war  period.  For  not  merely  a  shortage  of  capital  in 
portfolio  form  persisted  throughout  these  years,  but  a  withdrawal  of  British  and 
European  funds  also  took  place  between  1945  and  1953,  largely  as  a  consequence 
of  the  repurchase  by  Latin  American  governments  of  foreign-controlled  railroads 
and  public  utilities  and  of  their  policy  of  discouraging  portfolio  investments  from 
any  foreign  source.  See  also  Raymond  F.  Mikesell,  Foreign  Investment  in  Latkt 
America,  Pan  American  Union,  Washington,  D.C.,  1955,  pp.  5-6;  Foreign  Capitd 
in  Latin  America,  United  Nations,  New  York,  1955,  pp.  10-12;  The  Intemationd 
Flow  of  Private  Capital,  United  Nations,  June  1958,  pp.  22-25  and  p.  65;  Economic 
Survey  of  Latin  America,  1937.  Here  it  is  noted  that  although  the  flow  of  capital 
to  Latin  America  was  a  mere  trickle  during  the  1930’s  and  the  Second  World  War, 
the  trend  since  1946  has,  in  spite  of  occasional  declines,  been  definitely  upward 
and  the  increase  has  consisted  mainly  in  direct  foreign  investments  in  the  petroleum 
industry,  (p.  51)  Elsewhere,  in  Foreign  Affairs,  July,  1959,  that  private  foreign 
capital  is  insufficient  for  the  development  of  transportation  and  public  utilities  now 
needed  to  meet  the  growing  population  and  industrial  requirements  of  the  region, 
(p.  600). 

'“Economic  Survey  of  Latin  America,  1956,  p.  47.  Note  August  Maffrey, 
“Direct  Versus  Portfolio  Investments  and  the  Balance  of  Payments,”  AmericM 
Economic  Review,  May,  1959,  pp.  621-624;  and  the  participation  of  overseas  capi¬ 
tal  in  Brazil’s  national  petroleum  monopoly.  The  New  York  Times,  Monday, 
August  25,  1958,  p.  8. 


The  Economic  Record  of  Venezuela,  1939-1959 


481 


upon  the  Latin-Ainerican  economy  in  recent  years.  It  is  estimated,  for 
example,  that  the  actual  gross  investment,  financed  out  of  previous 
income  and  reserves  for  depreciation  and  developmental  costs,  in  United 
States  branch  plants  and  subsidiaries  operating  in  the  region  in  1955 
was  about  half  again  as  great  as  the  book  value  figures  of  that  year 
would  indicate.^^ 

In  Venezuela,  because  of  the  growing  need  for  petroleum  and  other 
minerals  on  the  part  of  the  Free  World,  the  amoimt  of  both  original 
direct  investment  and  reinvested  earnings  was  relatively  even  higher.^* 
The  various  extractive  industries  accounted  for  nearly  two-thirds  of 
all  direct  investment  of  the  United  States  throughout  the  world  during 
the  past  decade.  To  petroleum  alone  was  diverted  over  one-half  of  the 
total  outflow  of  new  funds  and  a  still  larger  percentage  of  reinvested 
earnings.  Consequently,  while  Latin  America’s  share  of  the  total  direct 
holdings  of  the  United  States  during  this  period  remained  around  thirty 
per  cent,  the  proportion  received  by  Venezuela  continued  to  increase.** 

“Data  for  1946  from  Foreign  Investments  of  the  United  States,  U.S.  Depart¬ 
ment  of  Commerce,  1953,  p.  48;  other  figures  from  Samuel  Pizer  and  Frederick 
Cutler,  U.S.  Investments  in  Latin  America,  U.S.  Department  of  Commerce,  Wash¬ 
ington,  D.  C.,  1957,  Table  2,  p.  Ill;  Table  16,  p.  189,  The  E.C.L.A.  reports  in 
Foreign  Capital  in  Latin  America  that  over  the  period  1919  to  1952,  U.S.  direct 
investments  in  Venezuela  increased  from  some  $20  million  to  $1,200  million,  p.  144. 
For  an  overall  picture  of  U.S.  investments  abroad  and  the  comparative  position  of 
Venezuela,  see  Balance  of  PaymerUs;  Statistical  Supplements,  U.S  Department  of 
Commerce,  1958,  pp.  137-165.  The  proportionate  shares  of  each  of  the  principal 
foreign  investing  countries  as  regards  Venezuela  may  be  found  in  Memoria  Corres- 
pondiente  al  ejercicio  anual  1952,  Central  Bank  of  Venezuela,  Caracas,  1953. 
Here  (p.  126)  it  appears  that  the  share  of  the  Netherlands  was  about  one-half  and 
of  the  United  Kingdom  one-foiurth  of  the  total  amount  of  the  direct  investments  of 
tlie  United  States  in  Venezuela.  In  1956,  the  United  Kingdom’s  share  dropped  to 
one-tenth  of  the  total  direct  investments  in  Venezuela  that  year. 

“  "In  Venezuela,  which  has  the  largest  difference  between  gross  investment 
and  change  in  net  book  value,  the  increase  in  book  value  (in  1955)  was  about  $60 
million  while  in  capital  expenditures  by  companies  reporting  in  this  survey,  was 
about  $276  million.”  U.S.  Investments  in  the  Latin  American  Economy,  p.  25. 
See  also  Foreign  Investments:  Recent  Developments  and  Proposals  for  an  Inter- 
American  Financial  Institution,  Pan  American  Union,  Washington,  D.C.,  1957, 
p.  3;  Emiho  Collado  and  Jack  F.  Bennett,  “Private  Investment  and  Economic 
Development,”  Foreign  Affairs,  July-August,  1957,  pp.  663-668. 

“The  IrUernational  Flow  of  Private  Capital,  1957,  p.  67.  Here  it  should  be 
added  that  the  United  States  provided  one-half  of  the  $4,000  milhon  total  private 
gross  investment  outstanding  in  Venezuela  in  1955,  with  the  Netherlands  and  the 
United  Kingdom  supplying  23  and  10  per  cent  respectively,  (pp.  65-67).  In  the 
World  Economic  Survey,  1955,  United  Nations,  1956,  it  is  noted  (p.  83)  that  al¬ 
though  the  direct  investments  of  the  United  States  in  the  Western  Hemisphere  have 
j  remained  around  70  per  cent  of  its  total  outlays  in  this  area,  a  large  proportion 
‘  of  all  the  new  direct  investments  —  more  than  half  from  1952  to  1957  —  has  gone 
to  Canada.  This  percentage  compares  favorably  with  Canada’s  share  of  just  one- 
quarter  of  the  total  in  1929.  Yet,  as  the  Balance  of  Payments:  Statistical  Survey, 
I  1958  indicates,  the  petroleum  leases  in  Venezuela  diuring  1956  and  1957  brought 
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By  1955,  the  United  States  controlled  direct  investments  in  Vene¬ 
zuela  of  around  $276  million.  In  1956,  although  total  new  invest¬ 
ments  from  all  external  sources,  including  reinvestment  in  the  area 
as  a  whole,  rose  in  absolute  terms  by  seventy  per  cent  as  compared 
to  1955,  the  bulk  of  these  funds  were  allotted  to  only  a  few  recip¬ 
ients:  Brazil,  Mexico,  Peru,  and  Venezuela,  with  the  last  named 
coimtry  receiving  by  far  the  largest  share.  Moreover,  capital  outlays  of 
the  United  States  going  to  the  petroleum  industry  of  Latin  America 
were  almost  twice  that  of  1955,  principally  because  of  large  payments 
to  Venezuela.  Even  in  1957,  after  the  rate  of  business  expansion 
throughout  the  greater  part  of  the  Free  World  had  levelled  off,  the 
requirements  for  petroleum  maintained  the  long-term  trend  and,  as  a 
consequence,  direct  investments  in  Venezuela  were  once  again  ex¬ 
tended.  In  this  year,  also,  when  new  direct  investments  of  the  United 
States  for  the  first  time  since  the  early  postwar  period  went  almost 
exclusively  to  Latin  America,  oil  leases  in  Venezuela  accounted  for 
most  of  the  funds.'* 

It  was  gross  investments  of  this  type  together  with  the  cumulative 
gains  from  export  sectors  of  the  regional  economy  cited  above  whidi 
largely  facilitated  the  capital  development  programs  that  constitute 
the  third  type  of  growth  feature  shared  in  common  by  Venezuela  and 
other  Latin-American  nations.  In  an  effort  to  absorb  their  under-em¬ 
ployed  labor  force,  raise  their  standards  of  living  and  reduce  their 
dependence  on  foreign  manufacturing  centers  as  well  as  on  fluctuating 
terms  of  trade,  these  countries  between  1945  and  1952,  and  to  a  lesser 
degree  in  later  years,  deliberately  pursued  a  policy  designed  to  foster 
the  industrialization  and  diversification  of  their  economies. 

Indicative  of  the  partial  success  of  this  attempt  is  the  fact  that  by 
1952  the  industrial  output  of  the  entire  region  had  risen  185  per  cent 
above  its  prewar  level  and  outpaced  on  a  per  capita  basis  population  in¬ 
creases  which,  in  the  case  of  Latin  America,  are  twice  the  world  aver- 


this  country’s  share  in  the  new  direct  investments  of  the  United  States  close  to 
that  of  Canada,  with  $1,411  million  going  to  Venezuela  and  $1,752  million  to 
Canada  in  1956  (p.  156). 

“See  Annual  Report  of  the  Petroleum  Industry  for  1956,  The  Chase  Manhattn 
Bank  of  New  York,  July  1957  pp.  7-8  regarding  long  term  developments  in  petro¬ 
leum;  also  The  International  Fl^  of  Capital,  1957,  pp.  13-23;  62-^;  and  YearboA 
of  International  Trade  Statistics,  1956,  VI.  II,  pp.  52-116.  The  Economic  Survef 
of  Latin  America,  1956  notes  that  petroleum  has  been  favored  by  a  strong  market 
since  World  War  II  because  the  world  income-elasticity  of  demand  for  petroleoto 
is  high  and,  in  addition,  a  rising  trend  in  consumption  has  taken  place  in  countriei, 
such  as  Argentina  and  Brazil,  irrespective  of  income  (p.  139)  Cf.,  too,  Inter-Latk 
American  Trade:  Current  Problems,  United  Nations,  1957,  p.  49;  Directions  ef 
International  Trade,  p.  24. 


The  Economic  Record  of  Venezuela,  1939-1959 


483 


age.^®  The  latest  statistics  available,  those  for  1957,  show  that  in  many 
countries  ciurent  consumer  goods  industries  have  already  passed  beyond 
the  stage  of  import  substitution  and  are  now  expanding  chiefly  in  re¬ 
sponse  to  a  rise  in  local  population  or  income.^®  The  production  of 
capital  and  dmable  consumer  goods  has  also  been  high,  having  grown, 
in  fact,  more  rapidly  than  that  of  cmrent  consumer  goods.  Heavy  and 
mass  production  industries  such  as  steel,  cement,  machine  goods,  and 
construction  and  textile  equipment  have  been  widely  established.  The 
motor  vehicle  industry  has  attained  record  outputs  in  Brazil,  Argen¬ 
tina,  Mexico  and  Venezuela.^^  Heavy  chemical  industries  in  these  same 
countries  and  in  Colombia,  Chile  and  Peru  as  well  now  provide  a 
variety  of  processed  products  for  domestic  users. 

Rapid  industrialization,  however,  at  times  not  only  failed  to  eliminate 
but  was  instead  responsible  for  increasing  Latin  America’s  reliance 
upon  imports.  Sometimes,  as  at  the  outset  of  the  postwar  period,  a 
neglect  of  agriculture  and  traditional  export  crops,  accentuated  a 
nation’s  need  to  import  food  and  raw  materials.  Later,  as  the  develop¬ 
ment  programs  got  under  way,  the  shortage  of  foreign  exchange  often 
became  acute  as  many  countries  were  obliged  to  seek  more  fuel  and 
unprocessed  materials  abroad.  Everywhere,  meanwhile,  rising  incomes 
consequent  upon  the  widespread  urbanization  of  workers  and  steady 
outlays  by  governments  pushed  the  demand  for  foreign  produced  con¬ 
sumer  goods,  including  semi-luxury  items,  above  the  requirements  for 
intermediate  goods.^® 

In  Venezuela,  a  capital  development  program  fostered  jointly  by 
the  national  government  and  the  petroleum  industry  likewise  proved 
to  be  a  mixed  blessing.  Encouraged  by  an  upward  surge  in  the  national 
income,  which  had  risen  three  and  a  half  times  since  1936  and  doubled 
in  the  postwar  decade  to  achieve  a  per  capita  share  of  around  $800 
in  1947,  the  Venezuelan  government  launched  a  spectacular  program 
for  fmthering  production  of  consumer  goods.  The  volume  of  such 
products  as  food,  beverages,  tobacco,  textiles  and  apparel  on  the  average 
more  than  doubled,  while  construction  materials  increased  foiurfold. 


^Economic  Bulletin  for  Latin  America,  United  Nations,  October,  1957,  p.  121; 
Economic  Survey  of  Latin  America,  1955,  p.  7;  Intra-Latin  American  Trade: 
Current  Problems,  p.  100.  It  should  be  noted  also  that  in  the  more  advanced 
Latin  American  economies,  policies  of  coordination  were  followed  while  in  the  less 
advanced  countries,  overall  programs  called  fomentos,  some  of  which  appeared 
in  the  1930*8,  were  put  into  effect  in  these  years. 

“  Economic  Survey  of  Latin  America,  1957,  p.  91;  see  also  Carl  Rieser,  “Latin 
America:  Pains  of  Growth,"  Fortune,  February,  1958,  pp.  116-117. 


"Economic  Survey  of  Latin  America,  1957,  p.  94. 

"Economic  Survey  of  Latin  America,  1956,  pp.  115-116;  Intra-Latin  American 
Trade:  Current  Problems,  p.  100. 
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Then,  when  a  stage  of  self-sufficiency  or  satiation  in  the  output  of  con¬ 
sumer  products  seemed  about  to  be  reached,  the  country  embarked 
upon  the  manufacture  of  capital  goods  such  as  steel,  implementing  at  p 
the  same  time  the  development  of  its  non-fuel  resources.^* 

Meanwhile,  a  complex  of  industries  centered  about  the  petroleum  L 
sector  were  also  developing.  By  1957,  for  example,  preliminary  steps  i 
had  been  taken  toward  establishing  an  integrated  petrochemical  in-  { 
dustry.  By  1958,  the  first  units  of  a  fertilizer  plant  using  natural  gas  ^ 
entered  into  operation,  together  with  a  pilot  petroleum  refinery  and  an 
electrolytic  plant  for  the  manufacture  of  caustic  soda.  Plans  were  also 
made  to  provide  such  ancillary  requirements  as  roads  and  ports.^  ^ 
The  structural  changes  effected  in  Venezuela  during  the  postwar 
period  were,  nevertheless,  not  so  far-reaching  or  well-balanced  as  its 
growth  record  might  at  first  suggest  For  not  only  were  advances  in  | 
manufacturing  and  construction  initiated  from  levels  which  were  ex¬ 
tremely  low, but  industrial  growth  on  the  whole  proceeded  on  a  nar¬ 
row  and  precarious  base.  A  neglect  of  agriculture  as  well  as  transpor-  i 
tation  and  other  social  overhead  requirements,  for  example,  hindered 
large-scale  developments  in  the  non-petroleum  sector  of  the  economy. 
Although  the  inmense  revenues  from  the  petroleum  sector  itself  pro-  ^ 
vided  a  continued  surplus  of  foreign  exchange,  the  latter  was  often 
allowed  by  the  government  to  be  prodigally  diverted  toward  the  import¬ 
ing  of  food  and  semi-luxury  items.  Other  excessive  outlays  were  made 
for  the  development  of  resort  centers,  costly  military  headquarters  and  ^ 
elaborate  apartment  buildings  in  or  near  the  cities  along  the  coast.  Of 
Venezuela,  perhaps,  more  than  of  any  other  developing  country  of  the  j 
Western  Hemisphere,  it  may  be  said  that  “the  attraction  of  the  spec-  ^ 
tacular,  combined  with  the  pressures  of  political  life,  often  [led]  to 
extravagant  government  expenditures  whether  on  capital  or  income  l 
account.”**  In  short,  just  as  the  growth  features  characteristic  of  the 
expansion  of  the  major  part  of  the  Latin-American  economy  —  high 
export  earnings,  increased  direct  investment  and  a  capital  development 
program  —  were  present  in  postwar  Venezuela  in  accentuated  form,  so 
too  were  the  problems  associated  with  rapid  economic  gains. 

“  Economic  Survey  of  Latin  America,  1956,  p.  77;  Economic  Survey  of  Latin 
America,  1954,  p.  200.  ^ 

Economic  Survey  of  Latin  America,  1957,  pp.  95-96. 

Economic  Survey  of  Latin  America,  1956,  p.  139;  Charles  E.  RoUioc,  i 
"Economic  Development  of  Venezuela,”  ‘'Economic  Development  and  Cukwd  ■ 
Change,  November  1952,  p.  83.  | 

”P.  T.  Bauer  and  B.  S.  Yamey,  The  Economics  of  Underdeveloped  Countries,  | 

London,  1957,  p.  160.  | 
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There  are,  however,  certain  other  factors  influencing  its  recent  growth 
which  have  placed  Venezuela  in  a  unique  position  in  the  regional  econ¬ 
omy.  The  most  important  of  its  industries,  petroleum  production,  which 
has  supplied  the  nation  with  80  per  cent  of  its  foreign  exchange,  60 
per  cent  of  its  revenue,  and  from  90  to  95  per  cent  of  the  total  value 
of  its  exports,  has  been  greatly  facilitated  by  a  singularly  advantageous 
combination  of  spatial  and  temporal  factors. 

Two  types  of  place  factors  have  favored  the  development  of  pe¬ 
troleum  in  Venezuela.  One  is  the  forttmate  position  within  its  boun¬ 
daries  of  its  largest  proved  reserves;  the  other,  the  strategic  location  of 
Venezuela  itself.  That  the  greatest  concentration  of  oil  reserves  thus 
far  discovered  in  Latin  America  is  situated  near  the  coast  line  of 
Venezuela  rather  than  in  the  interior  explains  in  part  why  this  particular 
resource  has  been  ftmdamental  to  the  rapid  economic  expansion  of  the 
past  two  decades.^’  Even  though  in  the  beginning  it  was  feared  that 
the  difficulty  of  underwater  operations  in  Lake  Maracaibo  might  render 
the  costs  of  extraction  prohibitive,  this  theoretical  obstacle  proved  only 
to  be  a  stimulus  to  more  advanced  technology  in  the  export  sector.  It 
was  more  than  offset,  too,  by  the  fact  that  close  to  the  Bolivar  coastal 
area,  which  contains  one  of  the  richest  oil  deposits  in  the  world,  are 
deep-sea  harbors  already  provided  with  necessary  facilities  for  ship¬ 
ping,  since  Venezuela  had  long  been  utilizing  them  for  her  export 
trade  in  coffee  and  cacao.  It  was  near  these  same  ports,  with  their  easy 
access  to  all  parts  of  the  Free  World,  that  major  refineries  were  later 
to  be  constructed.** 

This  unique  nearness  of  its  ports  to  world  export  markets,  an  ad¬ 
vantage  arising  from  the  geographical  position  of  Venezuela  itself  on 
the  Caribbean  Sea,  is  the  second  place  factor  that  was  singularly  advan- 

*'The  two  main  areas  of  oil  concentration  in  the  world,  one  in  the  Western 
Hemisphere,  in  the  Gulf  Coast,  the  Caribbean  and  the  Mid-Continent,  and  the 
other  in  the  Eastern  Hemisphere  along  the  Black  and  Caspian  seas  and  Persian 
Gulf  encompass  almost  land-locked  bodies  of  salt  water  that  have  afforded  an 
ideal  environment  for  the  development  of  petroleum  and  contain  the  largest  known 
reserves,  W.  S.  Woytinsky  and  E.  S.  Woytinsky,  World  Pofndation  and  Production, 
New  York  1953,  p.  884. 

“  Investments  in  Venezuela,  U.S.  Department  of  Congress,  Washington,  D.C., 
n.d.,  p.  53.  See  John  C.  Rayburn,  “U.S.  Investments  in  Venezuelan  Asphalts," 
Inter-American  Affairs,  Summer,  19^,  p.  36  and  Charles  E.  Rollins,  “Mineral  E)^ 
velopment  and  Economic  Crov^,”  Social  Research,  October,  1956,  p.  272.  In 
recent  years  much  of  the  investment  in  the  petroleum  industry  has  been  of  a 
manufacturing  rather  than  of  an  extractive  character,  with  large  outlays  being 
placed  —  and  often  at  the  request  of  oil  producing  countries  themselves  —  in 
facilities  for  refining  and  distribution  near  the  sources  of  production.  Samuel  Pizer 
and  Frederick  Cutler,  “Recent  Growth  in  Foreign  Investment”,  Survey  of  Current 
Business,  U.S.  Department  of  Commerce,  August  1957,  p.  23. 
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tageous  to  the  development  of  the  nation’s  petroleum  resources.  Prior 
to  the  completion  of  pipelines  from  Arabian  oil  fields  to  the  Mediter¬ 
ranean,  the  costs  of  tanker  shipments  from  Venezuela  to  Europe  were 
aroimd  50  per  cent  less  than  those  from  the  Middle  East  to  Europe  and 
also  considerably  lower  than  those  of  similar  shipments  from  the  Gulf 
states.  As  a  consequence,  by  1939,  or  just  prior  to  the  Second  World 
War,  Venezuela’s  exports  and  re-exports  of  oil  through  the  Netherlands 
Antilles  to  Britain  and  other  parts  of  the  Western  Hemisphere  had 
come  to  surpass  both  those  of  the  Middle  East  and  those  of  the  United 
States  —  and  this,  despite  the  fact  that  the  United  States  up  until 
the  late  1930’s  had  been  the  largest  exporter  of  oil  in  the  world. 

During  the  war,  Venezuela’s  position  of  easy  access  to  the  great 
sea  lanes  continued  to  be  a  factor  of  strategic  importance,  once  sub¬ 
marine  attacks  had  been  successfully  countered.  By  1944,  the  nation 
was  the  chief  exporter  of  oil  in  a  conflict  which,  being  both  highly 
mechanized  in  nature  and  global  in  extent,  required  immense  supplies 
of  petroleum  products.^*  As  an  increasingly  greater  portion  of  its  total 
exports  came  to  be  thus  directed  to  military  use,  and  production  itself 
reached  record  levels,  the  Venezuelan  economy  served  to  exemplify  to 
an  extraordinary  degree  “the  dramatic  expansion  ...  in  the  share  of 
petroleum  producers  in  the  total  exports  of  primary  exporting  countries 
as  a  group.” 

After  the  close  of  the  war,  when  the  various  industrial  factors 
already  discussed  above  had  occasioned  a  major  shift  in  the  markets 
for  Venezuelan  crude  oils  and  derivatives  from  Europe  to  the  Western 
Hemisphere,  it  was  once  again  the  Latin-American  nation’s  positional 
advantages  which  facihtated  the  expansion  of  the  newer  markets.  These 
were  established  in  regions  situated  almost  directly  north  or  south  of 
Venezuela,  that  is,  along  the  coasts  of  Uruguay,  Brazil  and  Argentina 
on  the  southern  continent,  and,  more  importantly,  along  the  east  coast 
of  Canada  and  the  United  States.  Understandably,  it  was  the  burgeon¬ 
ing  industries  of  the  latter  nations  which  absorbed  by  far  the  greater 
part  of  Venezuela’s  production,  their  combined  imports  having,  for  the 

“  United  States  Oil  Imports,  Petroleum  Industry  Research  Foundation,  Inc., 
New  York,  1958,  pp.  11-17;  Petroleum  Industry  in  War  and  Peace,  Papers  presented 
by  the  Petroleum  Administration  for  War,  Washington,  D.C.,  November,  1945, 
p.  65.  See  also  Simon  C.  Hansen,  Economic  Development  of  Latin  America, 
Washington,  D.C.,  1951,  p.  264. 

^Economic  Survey  of  Europe,  1957,  United  Nations,  Geneva,  1958,  Ch.  IV, 
p.  7.  The  share  of  petroleum  producers  in  the  total  exports  of  a  selected  group  of 
primary  exporting  countries  rose  from  7  per  cent  in  1937-1938  to  24  per  cent  in 
1956  while  those  of  agricultiural  and  raw  material  producers  declined  from  82  to 
63  per  cent  in  the  same  period.  Had  Ve.(ezuela  been  included  in  the  group 
selected  for  study,  the  contrast  between  these  two  sets  of  figiures  would  have  been 
even  more  striking.  See  also  in  this  came  surx'ey,  Table  2,  Ch.  IV,  p.  7. 
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year  1956,  a  dollar  value  of  well  over  $1  billion.  In  the  same  year, 
moreover,  the  unexpected  crisis  over  Suez  helped  to  maintain  optimum 
conditions  in  the  petroleum  sector  of  the  Venezuelan  economy  by  defer¬ 
ring  effectively,  if  only  temporarily,  the  growing  threat  of  competition 
from  oil  producers  in  the  Middle  East. 

During  the  crisis,  the  strategic  location  of  Venezuela  again  proved 
to  be  of  decisive  economic  advantage,  as  the  industrialized  countries  of 
Western  Europe  sought  to  circumvent  the  critical  difficulties  caused 
by  the  loss  of  around  40  per  cent  of  their  Middle  East  petroleum  im¬ 
ports.  Not  only  were  these  countries  forced  to  renew  their  dependence 
upon  petroleum  soiurces  in  the  Western  Hemisphere,  a  fact  which  neces- 
sited  in  turn  a  sizeable  increase  in  production  on  the  part  of  Venezuela 
as  well  as  the  United  States;  but  one  of  the  major  problems,  that  of  the 
tanker  shortage,  was  met  by  a  re-routing  of  tanker  itineraries  in  such 
a  way  as  to  make  Venezuelan  ports  focal  points  for  the  distribution  of 
petroleum  supplies.*’ 

There  is,  however,  another  factor  besides  that  of  its  geographical 
location,  the  importance  of  which  must  be  recognized  when  one  seeks 

"‘The  Economic  Impact  of  the  Suez  Crisis,”  Europe  To-Day  and  in  1960, 
VL  I,  p.  51.  (See  also  ‘The  Impact  of  the  Suez  Crisis,”  World  Economic  Survey, 
1956,  pp.  148-151;  ‘‘Less  Money  for  Oil,”  The  Economist  (London),  May  3,  1958, 
p.  421;  and  Walter  Lederer,  ‘Developments  in  the  U.S.  Balance  of  Payments,” 
Survey  of  Current  Business,  March,  1957,  pp.  11-12).  Tankers  returning  from 
Europe  and  the  Mediterranean  were  senl  to  the  Caribbean  to  take  on  crude  and 
derivatives  for  Uruguay,  Brazil  and  Argentina;  alternatively,  when  crude  oil  from 
the  Persian  Gulf  was  shipped  to  the  east  coast  of  South  America,  the  tankers  pro¬ 
ceeded  in  ballast  to  the  Caribbean  to  take  on  supplies  for  Europe  and  the  Mediter¬ 
ranean  ports.  ‘‘Impact  of  the  Crisis  in  the  Middle  East  on  Soutli  American  Supplies 
of  Petroleum  and  Derivatives,”  Economic  Survey  of  Latin  America,  1956,  pp.  29-32. 

In  Hearings  held  after  the  crisis,  the  Independent  Petroleum  Association  of  the 
United  States  showed  itself  dissatisfied  with  the  way  in  which  the  emergency  had 
been  met.  (See  Joint  Hearings  on  Emergency  Oil  Lift  Program  and  Related  Oil 
Problems,  S.  Res.  37,  85th  Congress,  1957)  the  association  declared  that  although 
the  oil  lift  was  profitable  to  those  who  participated  in  it,  namely,  large  U.S.  ccht- 
porations  with  overseas  affiliates,  the  program  as  directed  by  the  Middle  East 
Emergency  Committee,  failed,  nontheless,  to  divert  a  sufficient  amoimt  of  Carib¬ 
bean  oil  from  the  U.S.  to  Europe  —  and  this,  regardless  of  Venezu'4a*s  being 
closer  to  Europe  than  were  the  Gulf  states.  (Part  I,  pp.  337-338).  The  M.E.E.C. 
conceded  that  a  maximum  saving  of  tankers  would  have  resulted  if  no  U.S.  crude 
had  moved  to  Europe  —  the  shortage  in  Europe  being  one  of  crude,  not  petrol  — 
but  was  shipped  instead  to  the  east  coast  of  the  United  States  to  replace  Venezuelan 
imports  that  could  have  then  been  allocated  in  larger  amounts  to  the  Eastern 
Hemisphere.  (Part  II,  p.  1118).  At  the  same  time,  however,  the  conunittee  insisted 
that  an  increase  in  imports  from  Venezuela  to  the  U.S.  was  both  necessary  and 
justified  since  it  offset  the  stoppages  of  shipments  from  the  Middle  East  and  helped 
to  meet  problems  of  crude  quality.  For  the  difficulties  of  securing  on  short  notice 
for  U.S.  industries  on  the  east  coast  sufficient  domestic  products  of  the  proper 
quality  to  replace  special  types  of  Venezuelan  crudes,  were,  in  the  opinion  of  the 
committee  as  opposed  to  that  of  the  independent  producers,  truly  formidable.  (Part 
III,  pp.  1813-1818  and  Part  II,  p.  1118.) 
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to  establish  the  causes  of  the  recent  phenomenal  growth  of  Venezuela’s 
petroleum  industry.  This  is  the  factor  of  time.  In  retrospect,  it  be¬ 
comes  evident  that  the  notable  increase  in  the  demand  for  petroleum 
taking  place  between  1939  and  1959  as  a  consequence  first  of  military 
needs  of  the  West  during  World  War  Two  and  later  of  the  postwar 
industrial  expansion  of  the  advanced  economies  of  the  Free  World, 
occurred  precisely  at  a  time  when  Venezuela  was  uniquely  prepared 
to  meet  it.  Of  all  the  nations  of  the  Western  Hemisphere,  it  was  Ve¬ 
nezuela  alone  which,  by  reason  of  its  vast  natural  resources  as  well 
as  by' its  already  highly  developed  petroleum  technology,  was  able  to 
enter  immediately  upon  a  program  of  greatly  expanded  production. 

How  notably  the  market  for  petroleum  rose  during  this  period  is 
shown  by  comparative  figures  of  world  consumption  over  the  years. 
In  1939,  total  world  consumption  was  around  2  billion  barrels,  by 
1948,  it  had  gone  up  80  per  cent;  and  by  1958,  it  had  come  to  exceed 
5  billion  barrels.  This  unprecedented  rise  is  to  be  explained  not  only 
as  reflecting  the  rate  of  expansion  of  industry  itself  but  also  as  influenc¬ 
ed  by  the  fact  that  the  economies  of  both  the  United  States  and  Western 
Europe  had  begun  to  show  a  marked  preference  for  petroleum  and 
natural  gas  over  other  kinds  of  fuel.^®  The  shift  to  these  newer  fuels 
is  most  clearly  discernible  in  the  trend  toward  larger  petroleum  ship¬ 
ments  evident  in  recent  statistics  on  world  trade  and  deriving  from  the 
circumstance  that  most  oil-bearing  areas,  in  contrast  to  coal  regions, 
are  widely  separated  from  consuming  countries.  When,  for  example, 
trade  in  petroleum  and  derivatives  showed  by  1950  a  rise  of  260  per 
cent  above  its  level  in  the  1920’s,  international  shipments  of  coal  dec- 
hned  concomitantly  by  some  30  per  cent.^* 

In  Commodity  Survey,  1958,  Commission  on  International  Commodity  Trends, 
United  Nations,  New  York,  1959,  it  is  noted  (p.  150)  that  the  steady  replacement 
of  solid  fuels  by  liquid  fuels,  especially  in  Western  Europe,  has  been  as  much  of 
a  characteristic  of  the  postwar  decade  as  the  remarkable  expansion  occurring  in 
the  petroleum  industry. 

"  See  “The  Emergence  of  Order  out  of  Chaos,”  World  Oil,  Anniversary  Issue, 
January,  1959,  p.  149;  Commodity  Survey,  1957,  United  Nations,  19:8,  p.  21. 
See  also  footnote,  p.  29,  Energy  in  Latin  America,  United  Nations,  Geneva,  1957. 
A  discussion  of  the  increased  use  of  American  coal  in  Europe  —  from  30  million 
tons  in  1955  to  almost  50  million  in  1957  —  with  respect  to  Emope’s  gradual 
conversion  from  coal  to  oil  is  found  in  Duncan  Bum,  “The  Changing  Oil  Situation,” 
Lloyds  Bank  Review,  October,  1958,  pp.  23-33.  The  O.E.E.C.  in  its  10th  Annual 
Economic  Review,  Policies  for  Sound  Economic  Growth,  Paris,  March,  1959,  states: 
“The  maintenance  of  this  volume  of  import,  in  spite  of  the  heavy  increases  in 
pithead  stocks,  is  attributable  to  two  main  courses:  on  the  one  hand,  it  arises  from 
long  term  contracts  with  the  United  States  and  on  the  other,  from  the  fact  that  the 
landed  costs  of  the  United  States  coal  fell,  in  1958,  below  that  of  some  of  the 
Community  (European  Coal  and  Steel  Community)  producers . . .  And  it  will  be 
noted  that  the  longer  term  trend  toward  an  increased  use  of  other  forms  of  energy, 
notably  of  oil,  which  was  checked  in  1957  as  a  result  of  the  Suez  crisis,  was  re¬ 
sumed  in  1938.”  (pp.  35-36.  See  also  Table  XIV,  p.  75). 
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It  was  Venezuela’s  unique  readiness  to  meet  the  demands  of  this 
international  market  which  enabled  her  to  assume  in  1939  the  position 
she  has  since  held  uninterruptedly,  namely,  that  of  the  largest  single 
oil-exporting  country  in  the  world.  Her  vast  natural  resources  —  the 
j  richest  in  the  Western  Hemisphere  —  facilitated  production  on  a  low 
cost  basis,  since  not  only  were  the  average  petroleum  reserves  for  each 
well  twenty  times  larger  than  those  of  a  similar  well  in  the  United 
States,  but  daily  production  was  also  significantly  higher,  averaging 
200  barrels  per  day  as  compared  to  13  in  the  case  of  a  United  States 
well.^®  Furthermore,  the  reserves  themselves  furnished  a  type  of  pe¬ 
troleum  most  desirable  for  industrial  use.  From  the  heavy  petroleum 
indigenous  to  Venezuela  are  derived  for  the  most  part  residual  fuel 
oils.  These  find  a  ready  export  market  both  in  Europe  and  in  the 
United  States,  particularly  in  the  manufacturing  areas  of  the  east  coast, 
since  United  States  refineries,  which  concentrate  upon  the  production 
of  higher-value  distillate  oils  and  gasoline,  fail  to  supply  enough  of  the 
heavier  fuels  to  equal  the  domestic  demand.®^ 

That  Venezuela’s  petroleum  industry  possessed  by  1939  the  technical 
skills  required  for  the  accelerated  exploitation  of  these  resources  was 
the  second  and  complementary  aspect  of  the  time  factor  which  operated 
in  the  nation’s  favor.  It  was  through  no  fortuitous  occurrence,  however, 
that  this  advanced  stage  of  technological  development  had  been  reached 
at  such  a  comparatively  early  date.  On  the  contrary,  this  achievement 
was  due  directly  to  the  fact  that  Venezuela  had  been  able,  ever  since 
the  1920’s  to  avail  itself  of  the  expert  assistance  of  highly  competent 
foreign  petroleum  technicians  both  in  acquiring  adequate  market  and 
transport  facilities  and  in  training  its  nationals  as  skilled  workers. 

”  See  “United  States  Imports  of  Petroleum  and  the  Domestic  Industry,” 
Foreign  Trade  Policy,  Sub-committee  on  Foreign  Trade  Policy,  Washington,  D.C., 
1957,  p.  1064. 

”  Sebastian  Raciti,  The  Oil  Import  Problem,  Fordham  University  Press,  New 
York,  1959. 

“  Ruth  Sheldon,  “Venezuelan  Oil  Policy  may  affect  the  World  Situation,” 
World  Petroleum,  July,  1946,  p.  36.  Leonard  M.  Fanning,  Foreign  Oil  in  the  Free 
World,  New  York,  1957  observes  (pp.  93-95)  that  although  the  50-50  principle  was 
neither  mandatory  nor  operative  until  the  change  in  the  income-tax  law  of  1948 
and  legislation  in  1949  with  regard  to  an  additional  50  per  cent  tax  on  the  excess 
profits  of  the  oil  companies,  it  was,  notwithstanding,  basic  to  the  considerations  that 
prompted  the  Petroleum  Act  of  1943.  (It  should  be  noted  at  this  point,  too,  that 
the  50-50  principle  was  only  implicit  in  the  1943-1948  legislation  rather  than 
explicitly  expressed,  as  in  the  case  of  subsequent  agreements  between  the  oil  in¬ 
dustry  and  other  producing  countries.)  Some  idea  of  the  importance  of  this  legis¬ 
lation  may  be  found  in  the  following:  “The  principle  of  an  equal  division  of  profits 
between  the  country  owning  the  oil  resources  and  the  foreign  company  exploiting 
them  was  first  established  in  Venezuela  after  the  second  world  war;  today  it  pre¬ 
vails  in  every  large  producing  area.  There  are  some  exceptions:  countries  where 
little  or  no  oil  has  been  found  have  tried  to  entice  oil  companies  into  risky  explora- 
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In  1957,  however,  an  unexpected  decline  in  world  consumption 
brought  Venezuela  and  other  petroleum  producing  nations  to  realize  ' 
that  a  turning  point  in  the  destiny  of  the  industry  had  been  reached. 
The  decline  itself  was  precipitated  by  a  conjuncture  of  events  occurring 
in  swift  succession:  an  economic  recession  in  the  United  States  and  Can¬ 
ada,  a  levelling-off  of  prosperity  in  Western  Europe,  and  the  appear¬ 
ance  of  trade  deficits  in  a  number  of  primary  exporting  countries.  It 
was  not  sufficient  to  account  for  the  quantity  of  surplus  stocks  on 
hand.  The  latter  were  seen  to  be  a  consequence,  rather,  of  over-pro¬ 
duction  induced  by  a  desire  to  utilize  newly  discovered  reserves  in 
both  the  Eastern  and  Western  Hemisphere.  As  measiued  by  the  num¬ 
ber  of  wells  drilled  between  1956  and  1957,  world  exploration  of  oil  had 
risen  by  nearly  300  per  cent.^®  In  addition,  the  shut-in  or  excess  reserves 
of  many  producing  areas  amoimted  to  almost  one-third  of  the  world’s 
daily  consumption.®^ 

For  Venezuela,  the  fall-off  in  consumption  first  became  a  matter  of 
concern  in  1958,  when  the  government  of  the  United  States  under  pres¬ 
sure  from  its  independent  oil  producers  restricted  inflows  of  foreign 
petroleum  by  lowering  its  import  quotas.  The  crippling  effect  of  these 
restrictions  upon  the  export  sector  of  the  Venezuelan  economy  became 
evident  almost  immediately,  as  by  the  close  of  the  same  year,  1958,  the 
nation’s  trade  balance  showed  a  deficit  of  around  $400  million,  or  nearly 
one-half  that  of  Latin  America  as  a  region. 

Within  the  petroleum  sector  itself,  the  over-supply  of  oil  led  to 
strained  relations  between  the  Venezuelan  government  and  the  corpora¬ 
tions  with  which  it  had  so  long  maintained  mutually  advantageous 
agreements.  In  December,  1958,  the  provisional  junta  which  had  taken 
over  the  administration  of  the  country  after  the  fall  of  the  Perez  Jimenez 
dictatorship,  introduced  a  tax  increase  on  excess  profits  retroactive 
throughout  that  year.  This  move,  through  which  the  government  sought 
to  increase  its  revenue  depleted  by  months  of  falling  prices  and  reduced 
outputs,  represented  the  first  open  break  in  the  50-50  agreement  with 
established  corporations  and  was  not  unnaturally  regarded  by  the  lat¬ 
ter  as  both  arbitrary  and  indicative  of  political  immaturity.®® 


tion  by  offering  them  more  favorable  terms;  others,  like  Italy,  have  scared  foreign 
oil  companies  away  by  legislation  that  appears  to  be  more  onerous  than  fifty-fifty." 
“Fifty-Fifty  in  Oil,”  The  Economist  (London),  January  18,  1958,  p.  230. 

"“World  Exploration  Boom,”  World  Petroleum,  September,  1958,  p.  67;  “World 
Refining  Boom,”  World  Petroleum:  World  Refining  Review  Number,  July  15,  1959, 
p.  51. 

“  Gilbert  Burck,  “A  Strange  New  Plan  for  Oil,”  Fortune,  August,  1959,  p.  95. 

’‘World  Petroleum,  January,  1959,  p.  16.  The  companies  argue  here  that 
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The  year  1959  was  marked  by  a  worsening,  rather  than  an  improve¬ 
ment,  in  the  Venezuelan  economy.  Gold-and-dollar  reserves  of  its 
Central  Bank  were  considered  to  be  adequate  —  around  $700  million  — 
though  they  dropped  sharply  from  a  peak  $1.3  billion  in  1957.  As  a 
result,  the  government  of  Venezuela  for  the  first  time  since  World  War 
Two  placed  certain  limits  upon  use  of  its  dollar  exchange. 

It  was  evident,  then,  as  the  nation  entered  upon  the  year  1960, 
that  the  period  of  unprecedented  prosperity  which  it  enjoyed  without 
intermission  for  almost  twenty  years  had  reached  its  end,  and  a  new 
era  economically  far  more  precarious  lay  ahead.  The  present  world 
surplus  of  oil  may  be  regarded  as  being,  for  Venezuela  as  well  as  for 
the  other  leading  petroleum  producing  countries  of  the  world,  a  presage 
of  the  changed  conditions  under  which  the  economies  of  these  nations 
will  be  obliged  to  operate. 

As  for  the  oil  surplus  considered  in  itself,  there  is  small  likelihood 
that  it  will  prove  to  be  “a  glut  without  end.”*®  Viewed  broadly,  it 
would  seem  to  be  no  more  than  a  temporary  phenomenon  appearing 
briefly  in  the  course  of  efforts  to  attain  an  economic  objective  that  has 
been  pursued  internationally  from  the  outset  of  the  postwar  decades, 
namely,  that  of  securing  adequate  sources  of  cheap  energy  for  a  world 
that  is  becoming  both  increasingly  populated  and  to  an  ever  greater  de¬ 
gree  more  mechanized.  It  is,  indeed,  understandable  that  petroleum 
should  have,  so  to  speak,  accidentally  overshot  the  requirements  of  the 
present  moment,  for  as  recently  as  1954  the  demand  for  oil  was  still 
in  excess  of  available  stocks  —  and  this  in  spite  of  the  fact  that  the 
world’s  supply  of  natural  gas  and  petroleum  had  increased  by  200  and 
300  per  cent  respectively  since  1937.*^  To  anticipate  a  return  to  higher 
levels  of  consumption,  with  a  resultant  diminution  of  the  present  sur¬ 
plus,  is,  furthermore,  only  reasonable,  in  view  of  the  well-founded  pre- 

Venezuela’s  action  with  regard  to  the  50-50  principle  ignored  the  moral,  if  not  the 
legal,  obligation  to  negotiate  the  change  in  taxes  with  interested  parties.  Thomas 
Delate,  “New  Income  Tax  Law  breaks  the  50-50”,  World  Petroleum,  July,  1959 
adds  (p.  58)  that  the  companies  must  now  compute  their  taxable  income  according 
to  accounting  rules,  which,  unlike  those  applicable  to  the  50-50,  ignore  the  interna¬ 
tional  character  of  the  oil  business.  The  viewpoint  of  Venezuela,  again,  is  ably  put 
forward  by  Juan  Pablo  Perez  Alfonso,  Minister  of  Mines  and  Hydrocarbons,  in 
“Oil  is  not  Everything  —  A  Realistic  Appraisal  of  Venezuela's  Present  Situation,” 
Ibid.,  pp.  36-30.  In  “Breaking  the  Missing  Principle,”  The  Economist  (London) 
>  January  3,  1959,  it  is  noted;  “The  Venezuelan  move  violated  no  contract,  even  though 
its  arbitrary  character  certainly  violated  all  past  intentions.  But  a  sovereign  gov¬ 
ernment  is  entitled  to  impose  taxes,  and  if  by  doing  so,  Venezuela  makes  its  oil  less 
i  attractive  to  produce,  it  must  accept  the  consequences.” 

•*  "Gilbert  Burck,  op.  cit.,  p.  95. 

"  Commodity  Survey,  1957,  p.  91.  On  a  regional  basis,  the  increase  in  petrol- 
>•  eum  from  1937  to  1954  was  as  follows:  Oceana,  72  per  cent;  Africa,  110  per  cent; 
it  Latin  America,  185  per  cent;  the  Middle  East,  706  per  cent. 
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dictions  for  the  revival  of  world-wide  prosperity  by  the  mid  1960’s.  For 
although  the  foreseen  demands  for  oil  have  recently  been  revised  down¬ 
ward,  conservative  estimates  still  maintain  that  the  energy  requirements 
of  the  world  will  double  in  the  span  of  years  between  1955  and  1975 
and  possibly  double  again  by  the  end  of  the  century,  with  petroleum  and 
natural  gas  leading  in  fuel  consumption  for  at  least  two  decades.®® 

The  outlook  for  the  future  of  the  Venezuelan  economy  is,  there¬ 
fore,  one  which  should  inspire  at  least  relative  optimism  rather  than 
unmix'ed  gloom.  It  is,  nonetheless,  most  essential  that  Venezuela  use 
well  the  opportunity  afforded  by  the  present  interim  period  of  over¬ 
supply  to  make  careful  plans  for  revising  her  economy  along  lines 
which  will  permit  the  nation  to  enjoy  as  large  a  share  as  possible  of 
the  prosperity  to  come. 

Among  the  major  changes  which  wiU  undoubtedly  need  to  be 
effected  is  that  of  freeing  the  national  economy  from  its  almost  ex¬ 
clusive  dependence  upon  the  petroleum  industry.  No  longer  can  the 
nation  safely  rely  upon  the  latter  for  about  97  per  cent  of  its  foreign 
exchange  and,  as  a  consequence,  for  the  funds  wherewith  both  to  im¬ 
port  and  to  industrialize.  On  the  other  hand,  the  fact  that  such  a  de¬ 
pendence  upon  a  single  export  commodity  has  been  a  normal  feature 
of  the  development  process  of  a  number  of  the  world’s  presently  most 
advanced  economies.  As  Professor  Walt  Whitman  Rostow  has  ob¬ 
served:  “Developing  economies  have  created  major  export  industries 
from  their  natural  resources;  and  the  expanded  yield  of  these  have 
financed  the  import  of  capital  equipment  during  the  take-off.  United 
States,  Russian  and  Canadian  grain,  Swedish  timber  and  pulp,  Japanese 
silk,  all  fulfilled  this  function  during  their  countries’  take-off  periods.”  ®* 

In  the  case  of  Venezuela,  the  petroleum  industry,  in  addition  to 


“Peaceful  Uses  of  Atomic  Energy,  p.  267.  Among  the  numerous  estimates 
of  energy  requirements  in  the  future,  some  of  the  more  useful  are:  International 
Trade,  1956,  Contracting  parties  to  GATT,  Geneva,  June  1957,  p.  21;  Frederick 
C.  Coqueron,  Harold  D.  Hammar  and  John  G.  Winger,  Future  Growth  in  the 
World  Petroleum  Industry,  Chase  Manhattan  Bank,  New  York,  November,  1958, 
pp.  19-36;  and  in  addition,  Europe  Today  and  in  J960,  VI.  II,  O.E.E.C.,  Paris,  April, 
1957,  P.  C.  Putnam,  Energy  in  the  Future,  New  York,  1957  and  Henry  C.  Aubrey, 
United  States  Imports  and  World  Trade,  Oxford,  1957.  Although  some  have  stated 
more  recently  that  the  gloomy  predictions  of  a  painful  shortage  of  fuel  by  the 
middle  sixties  were  unwarranted  and  that  the  present  abundance  of  oil  is  no  tem¬ 
porary  affair  that  will  end  with  the  American  recessions  (“Oil  in  the  Middle  East,” 
The  Economist,  (London),  March  29,  1958,  p.  1151)  others  have  held  that  the  long 
term  demand  for  petroleum  in  the  United  States  will  resmne  its  annual  growth 
of  4  per  cent  registered  in  1951-1956  and  that  overseas  areas  where  exports  consist 
largely  of  petroleum  and  metal  ores,  such  as  dollar  Latin  America  and  the  Middle 
East,  may  well  double  their  exports  between  1956  and  1957.  (Economic  Survey  of 
Latin  America,  1957,  p.  47;  Economic  Survey  of  Europe,  1957,  Ch,  IV,  p.  13.) 

"“Rostow  on  Growth,”  The  Economist  (London),  August  15,  1959,  p.  412. 
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providing  a  vast  supply  of  foreign  exchange,  made  a  variety  of  other 
significant  contributions  to  the  economic  development  of  the  country. 
It  constructed  its  own  transport,  refining  and  marketing  facilities  and 
thus  transformed  an  entire  sector  of  the  economy.  It  made  sizeable  ex¬ 
penditures  on  social  overhead  which  under  ordinary  circumstances 
would  have  been  the  responsibility  of  the  Venezuelan  government. 
Furthermore,  in  recent  years  the  industry  shifted  many  of  its  own  service 
functions,  such  as  those  providing  water,  power,  and  construction  ma¬ 
terials,  to  independent  local  entrepreneurs  and  thus  helped  to  estab¬ 
lish  a  number  of  Venezuelan-owned  concerns.^® 

Under  present  conditions,  however,  the  foreseeable  hazards  in¬ 
volved  in  maintaining  its  economic  prosperity  inextricably  hnked  to  oil 
are  too  great  for  Venezuela  to  risk.  Since  the  1940’s,  the  petroleum  in¬ 
dustry  has  become  almost  incredibly  complex.  Practically  every  country 
in  the  Free  World  is  now  linked  in  one  way  or  another,  either  as  pro- 
\  ducer  or  consumer  or  transport  area,  to  this  industry  which  at  present 
includes  both  major  international  corporations  that  control  a  network 
of  production  and  distribution  facilities  and  smaller  independent  com¬ 
panies  with  overseas  branches.  This  complexity  has  served,  on  the  one 
hand,  to  intensify  competition  within  the  industry,  thus  accentuating  its 
already  present  tendency  toward  alternating  shortages  and  surpluses. 
On  the  other,  it  has  rendered  extremely  difficult  any  attempt  to  restore 
market  balance  in  oil  by  a  reduction  of  outputs  or  by  agreements  on 
prices,  quotas,  and  the  like.  No  nation  now  can  be  favored  for  long, 
except,  perhaps,  the  low-cost  producers  of  the  Middle  East;  and  no 
pohcy  of  an  individual  nation  can  be  adopted  or  rejected  without  reper¬ 
cussions  in  other  parts  of  the  world. 

As  a  result,  Venezuela  at  present  finds  itself  no  longer  free,  as  it 
were,  to  direct  the  course  of  development  of  its  petroleum  sector,  but 
strongly  influenced  and  at  times  restricted  by  conditions  prevailing  in 
the  global  market.  In  the  Eastern  Hemisphere,  its  former  position  of 
relative  advantage  as  a  supplier  of  petroleum  for  industrial  use  has 
been  greatly  weakened  since  the  termination  of  the  Suez  crisis.  The 
enormous,  easily  accessible  reserves  of  the  Middle  East  make  petroleum 
production  there  feasible  on  a  lower  cost  basis  than  is  possible  in  Vene¬ 
zuela.  Middle-East  petroleum  companies  have  as  a  consequence,  al¬ 
ready  encroached  upon  Venezuela’s  small  but  significant  share  of 
European  markets.  It  would  appear  that  further  losses  are  inevitable, 
unless  the  Latin-American  nation  succeeds  in  working  out  some  type 
of  conservation  agreement  with  her  Middle-East  competitors,  a  task 
which  will  imdoubtedly  present  many  difficulties,  even  if  the  latter 

Rollins,  op.  cit.,  p.  270;  Collado  and  Bennett,  op.  cit.,  pp.  630-632. 
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continue  to  maintain  their  newly  cooperative  attitude  toward  such  an 
undertaking.'*^  l 

In  the  Western  Hemisphere,  the  outlook  for  Venezuelan  petroleum 
is,  on  the  whole,  more  encouraging.  The  difficulties  which  have  arisen  ? 
in  the  case  of  Venezuela’s  North- American  markets  may  be  considered 
as  more  or  less  temporary,  being  attributable  chiefly  to  the  imposition 
of  import  quotas  by  the  United  States.  These  quotas  not  only  restrict 
directly  the  amount  of  exports  that  Venezuela  may  send  to  United 
States  markets,  and  thereby  proportionately  reduce  that  country’s  na¬ 
tional  income.  They  also  complicate  indirectly  Venezuela’s  trade  rela- 
tions  with  Canada,  which  receives  preferential  treatment  for  its  oil 
shipped  overland  to  the  States.  For,  on  the  one  hand,  the  advantage 
thus  enjoyed  by  Canada  is  detrimental  to  Venezuela’s  interests  as  a 
United  States  supplier;  yet,  on  the  other,  '’enezuela  is  restrained  from 
attempting  to  deprive  Canada  of  its  favort  position  through  an  aware¬ 
ness  that  the  latter  would  undoubtedly  retaliate  by  constructing  a  pipe- 
hne  from  its  western  oilfields  to  its  cities  on  the  east  coast,  thereby  in 
turn  depriving  Venezuela  of  important  markets.*^ 

It  is  unlikely,  furthermore,  that  any  plea  for  preferential  treat¬ 
ment  made  by  Venezuela  on  the  basis  of  future  defense  needs  would 
be  C'onsidered  valid.  In  the  Second  World  War,  when  the  United  [ 
States  relied  on  overseas  oil  to  supply  its  armed  forces  in  both  the  1 
Atlantic  and  Pacific  theatres,  Venezuela  did,  it  is  true,  prove  to  be  an 
invaluable  ally.  But  now,  with  strategists  predicting  a  quick  catastrophe 
involving  mainly  the  civilian  economy,  the  availability  of  oil  is  a  factor  ' 
of  lesser  importance.  In  any  case,  even  defense  planners  in  the  United 
States  who  continue  to  maintain  that  the  newer  type  of  conflict  will, 
if  it  comes,  call  for  “oil  on  the  spot”  are  not  likely  to  favor  a  change 
in  that  country’s  import  quotas.*®  I 

““Venezuela  Spurs  Arab  Talks,”  The  New  York  Times,  April  18,  1959,  p.  6; 
The  Economist  (London)  March  28,  1958,  p.  1151;  “Oil  Congress  in  Cairo,”  The 
Economist  (London),  April  18,  1959,  pp.  251-254;  Gilbert  Burck,  op.  cit.,  pp.  94-96. 

“  See  "What  Markets  for  Canada’s  Oil?”  The  Economist  (London),  September 
12,  1959,  pp.  836-841. 


“Joseph  B.  Huttlinger,  “Washington  Pipe  Line,”  World  Petroleum,  July  1959, 
p.  4.  With  reference  to  the  more  general  problem  of  import  quotas,  Ptofessw 
Edward  S.  Mason,  testifying  in  1956  before  a  Congressional  committee  stated  that 
. . .  “oil  may  well  represent  a  special  case  justifying  import  limitations  for  defense 
purposes  .  .  .”  Foreign  Trade  Policy,  p.  1068  and  Raciti,  op.  cit.,  reminds  the  major 
international  oil  corporations,  that  if  foreign  oil  is  to  benefit  in  an  expanding  market 
in  the  future,  it  must  share  in  the  losses  of  the  present  period  of  over-supply, 
(p.  99)  The  E.C.L.A.,  again,  in  the  Economic  Survey  of  Latin  America,  1957 
holds  that  the  present  restrictions  are  probably  only  temporary  measures  —  a  view 
borne  out  by  the  fact  that  independent  oil  producers  in  the  United  States,  the 
group  most  insistent  upon  lower  import  quotas,  have  recently  increased  their  share 
of  investment  in  Venezuela  and  other  overseas  oil  areas,  (footnote,  p.  47) 
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With  regard  to  its  neighbors  on  the  southern  continent,  Venezuela 
may  lose  in  the  near  future  its  role  as  outstanding  exporter  to  the  region. 
In  1958,  Argentina,  convinced  that  its  dollar  outlay  for  petroleum  from 
the  Caribbean  area  must  be  reduced,  dramatically  reversed  its  previous 
policy  by  relaxing  its  monopoly  on  oil  and  inviting  foreign  capital  to 
assist  in  the  development  of  its  reserves.  If ,  as  is  highly  probably,  Bra¬ 
zil,  Chile  and  Uruguay  follow  Argentina’s  example,  these  countries 
should  be  able  within  a  short  time  to  attain  self-sufficiency  in  oil.^^ 

Whatever  losses  in  Latin- American  markets  Venezuela  may  thereby 
sustain  will,  of  coiurse,  serve  to  complicate  its  problems  in  the  immediate 
future.  On  a  long-run  basis,  nevertheless,  the  situation  is  not  unpromis¬ 
ing,  since  industrialization  and  economic  growth  in  other  parts  of  the 
continent  cannot  fail  to  redound  to  the  benefit  of  Venezuela  itself. 

It  may,  furthermore,  reasonably  be  predicted  that  the  future  of 
Venezuela  holds  —  barring  presently  unforeseeable  major  disasters  to 
the  world  economy  —  promise  of  steady  and  sure,  if  less  than  spec¬ 
tacular,  development.  In  fact,  the  slowdown  in  production  of  petro¬ 
leum  may  eventually  prove  to  have  been  a  blessing  in  disguise,  since 
it  has  been  calculated  that  a  continuance  of  the  peak  outputs  of  over 
28  million  barrels  daily  which  were  reached  diuring  the  late  1950’s 
would  have  depleted  the  nation’s  resources  in  the  course  of  a  few 
decades.  Contrariwise,  under  a  reasonable  policy  of  conservation,  like 
that  already  envisaged  by  the  present  government,  the  lifetime  of  Ve¬ 
nezuela’s  still  phenomenal  supply  of  oil  can  be  extended,  to  the  un¬ 
doubted  long-run  advantage  of  the  nation’s  economy. 

Assured  of  a  relatively  stable,  even  though  less  abundant,  income 
from  its  petroleum  resources,  the  Venezuelan  government  should  be 
able  to  implement  a  broader  and  more  balanced  development  of  its 
economy,  or,  in  effect,  a  new  type  of  “sowing  the  oil”  program  better 
devised  to  spread  the  benefits  over  a  larger  segment  of  the  population. 
Ideally,  the  objectives  of  such  a  program  must  include  strengthening 
the  nation’s  domestic  market  by  increasing  the  total  purchasing  power 
of  its  rapidly  growing  labor  force  in  both  nural  and  urban  areas.  For 
the  present  high  per  capita  income  figmes  of  Venezuela  to  a  surprising 
degree  fail  to  reveal  the  lack  of  effective  demand  that  continues  to 
handicap  the  nation’s  economic  progress. 

In  addition  to  the  general  redistribution  among  small  farmers  of  the 
arable  land  held  until  recently  by  a  minority  group  of  terratenienteSy 
government  plans  for  agrarian  reform  should  include  measures  to  insure 
the  establishment  of  better  transport  facilities,  agricultural  training 
centers,  and  advances  in  farm  technology.  Simultaneously,  encourage- 

“South  America,”  World  Petroleum  Report,  1959,  February  15,  1959,  p.  133. 
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ment  should  be  given  to  the  development  of  light  industries  in  or 
near  lu-ban  sectors,  as  well  as  to  the  further  exploitation  of  iron  ore 
and  other  mineral  resources,  in  order  to  broaden  the  nation’s  industrial 
base. 

Once  these  in  a  sense  preliminary  and  yet  decisive  steps  toward 
economic  reorganization  have  been  taken  —  and  the  present  attitude 
of  the  Betancourt  government  gives  cause  for  optimism  in  this  regard  — 
Venezuela  may  be  expected  to  make  rapid  progress  toward  achieving 
an  economic  maturity  in  which  fluctuations  in  the  world  market  will 
no  longer  constitute  a  major  threat  to  her  prosperity. 


I 
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ARGENTINA,  CHILE,  AND  MEXICO: 
CONTRASTS  IN  ECONOMIC  POLICY 
AND  PERFORMANCE* 

Eric  N.  Baklanoff 

For  more  than  a  decade,  enormous  attention  has  been  given  by 
academic  economists,  researchers,  and  policy  makers  to  the  problem 
of  economic  growth  of  the  less-developed  coimtries.  The  aspirations 
of  leaders  and  the  people  of  these  countries  for  accelerated  economic 
progress  which  has  been  characterized  by  the  apt  phrases  the  “rev¬ 
olution  of  rising  expectations,”  and  the  “New  Awakening,”  have  played 
a  major  role  in  this  new  orientation  in  economic  thought  and  action. 
Another  interesting  fact  is  that  governments  have  emerged  as  conscious¬ 
ly  active  “agents  of  change”  carrying  a  heavy  responsibility  for  the 
success  or  failme  of  development  programs. 

Among  Latin-American  coimtries,  Argentina,  Chile,  and  Mexico  re¬ 
present  especially  intriguing  case  studies  involving  the  impact  of  gov¬ 
ernment  policy  on  economic  processes  and  events. 

A  first  approximation  of  comparative  economic  performances  in  the 
period  1945-1957  for  Argentina,  Chile,  and  Mexico,  is  indicated  by  Table 
1.  Notwithstanding  a  very  rapid  annual  rise  in  population  of  3  per  cent, 
Mexico  experienced  an  equally  rapid  annual  advance  of  3  per  cent  in 
real  per  capita  mcome  compared  with  only  1  per  cent  for  Argentina, 
and  complete  stagnation  for  Chile.  In  every  measure  of  economic  per¬ 
formance  —  annual  increases  in  industrial  production,  food  and  fiber 
production,  capital  investment,  and  export  volume  —  Mexico  was  the 
leader. 

In  the  twenty-year  span,  1938-1958,  Argentina’s  pre-war  lead  in 
the  Latin-American  race  for  industrialization  was  successfully  chal¬ 
lenged  by  her  neighbor,  Brazil,  and  by  Mexico.  On  the  basis  of  value 
added  in  manufacturing,  Argentina’s  relative  position  in  Latin  Amer¬ 
ica  fell  sharply  from  31  per  cent  in  1938  to  21  per  cent  in  1958,  while 


*  The  author  wishes  to  thank  Inter- American  Economic  Affairs  for  permission 
to  use  material  which  first  appeared  in  an  article  published  in  the  summer,  1959 
issue  entitled,  “Model  for  Economic  Stagnation:  The  Chilean  Experience  with 
Multiple  Exchange  Rates". 
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Mexico’s  share  in  the  area’s  manufacturing  output  edged  up  slightly 
from  20  per  cent  in  1938  to  21  per  cent  two  decades  later.'  A  question 
immediately  is  suggested:  why  has  the  Mexican  economy  performed 
so  well,  and  the  Argentine  and  Chilean  economies  so  poorly?  The 
present  paper  is  primarily  concerned  with  finding  an  answer  to  this 
question. 

Table  I 

Measures  of  Ecorunnic  Performance 


Annual  Per  Cent  Change 
1945-1957 


Argentina 

Chile 

Mexico 

Population 

2 

2 

3 

Income  per  capita 

1 

0 

3 

Industrial  production 

4 

1% 

5% 

Food  and  fiber  production 

2 

2% 

6 

Capital  investment 

-3 

1^ 

5% 

Export  volume  (1948-1957) 

% 

% 

6% 

Cost  of  living 

19 

33 

9 

Source:  Latin-American  Business  Highlights,  Chase-Manhattan  Bank,  New 
York,  Third  quarter,  1959,  Vol.  9,  No.  3,  p.  7. 

In  the  following  section,  we  shall  consider  in  greater  detail  the 
economic  position  of  these  coimtries  as  it  appeared  in  the  middle  nine¬ 
teen-fifties. 

The  Economic  Position  of  Argentina,  Chile  and  Mexico.  When  the 
provisional  government  of  Argentina  assumed  power  in  1955  following 
the  downfall  of  the  Per6n  regime,  the  economic  pretensions  of  the  pre¬ 
vious  decade  were  laid  bare.  The  great  plans  to  turn  Argentina  into 
the  “Colossus  of  the  South”  and  of  achieving  “Economic  Independence” 
had  demonstrably  backfired:  at  that  moment  Argentina  had  become 
critically  dependent  on  the  world  economy  —  on  recapturing  foreign 
markets  and  on  large  doses  of  foreign  capital  to  heal  a  deepseated 
structural  disequilibrium. 

If  economic  development  is  judged  by  the  growth  of  the  nation’s  per 
capita  income  and  by  the  degree  of  efficiency  with  which  man-power  and 
capital  resources  are  utilized,  the  balance  of  the  last  ten  years  (1946-1955) 
shows  that  Argentina’s  over-all  economy  has  not  made  any  real  advance, 
and  that  the  utilization  of  basic  resources  has  actually  deteriorated.' 

In  the  immediate  post-World  War  Two  decade,  agricultural  output 
—  stock-raising  and  crop  production  —  remained  stationary  while  avail- 

'  United  Nations,  Patterns  of  Industrial  Growth,  1938-1958,  p.  124,  table  124. 
*  “The  Situation  in  Argentina  and  the  New  Econcunic  Policy,”  Economic 
Bulletin  for  Latin  America,  Vol.  I,  No.  I,  Jan.,  1956,  p.  26. 
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abilities  for  export  diminished  with  the  steady  rise  in  domestic  demand. 
Significantly,  Argentina’s  share  in  world  grain  and  meat  exports  fell 
sharply  between  1934-1939  and  1950-1954.  Argentina  lost  an  excellent 
opportunity  in  the  five-year  period,  1946-1950,  to  increase  the  volume 
of  its  exports  in  the  face  of  a  striking  expansion  in  world  demand  for 
food  and  fiber. 

Between  the  latter  nineteen-forties  and  1954,  Argentina  suffered 
sharp  declines  in  productivity  per  employed  worker  and  per  unit  of 
capital:  gross  output  per  worker  fell  by  over  10  per  cent,  from  9,106 
pesos  (at  1950  prices)  to  8,696  pesos;  and  the  output/capital  ratio 
declined  by  more  than  one-fourth,  from  0.49  in  1947  to  0.36  in  1954.* 

A  deficit  in  electric  energy,  a  deteriorated  transportation  network 
and  a  critical  shortage  of  fuel  output  proved  to  be  major  bottlenecks 
in  the  way  of  an  expanding  economy  and  were  also  indicative  of  further 
structural  disequilibrium. 

Finally,  Argentina  suffered  a  balance-of -payments  deficit  in  1955  of 
$200  million  not  including  $600  million  in  short-term  debts  owed 
abroad.  Argentina’s  international  “working  capital”  position  was  indeed 
precarious. 

Roughly  a  decade  after  the  close  of  World  War  Two,  Chile’s  econ¬ 
omy  also  appeared  to  be  in  serious  trouble.*  It  was  experiencing  the 
accelerated  phase  of  protracted  and  rampant  inflation.  Between  1945 
and  1955,  the  cost  of  living  had  multiplied  about  fourteen  times,  and 
Chile’s  balance  of  international  payments  hovered  in  a  chronic  state 
of  disequihbrium.  Chile  became  converted  into  a  net  agricultural  im¬ 
porting  country,  a  condition  which  brought  to  bear  increasing  pressure 
on  scarce  foreign  exchange  resources.  Net  investment  in  agriculture 
in  the  immediate  postwar  decade  was  apparently  negative,  and  this 
was  no  less  true  of  such  basic  “social  overhead  capital”  as  railways, 
ports,  communication  and  gas  utilities,  and  private  electric  service. 
Moreover,  there  was  some  question  whether  the  long-established 
I  Chilean  nitrate  industry  would  survive.  As  world  copper  production 
moved  ahead  at  a  rapid  pace  during  the  postwar  decade,  Chile’s  share 
declined  from  20  per  cent  in  1944  to  13  per  cent  in  1954. 

Lastly,  Chile’s  economy  and  government  budget  continued  to  be 
highly  dependent  on  the  fortunes  of  the  international  copper  market; 
in  brief,  Chile  failed  to  take  advantage  of  the  excellent  opportunity 
which  emerged  during  an  era  of  world  prosperity  to  diversify  its 
exports. 

*Ibid.,  p.  27,  table  2. 

*For  a  more  detailed  analysis  of  Chile’s  economic  crisis  and  its  major  causes, 
see  my  article,  “Model  for  Economic  Stagnation:  The  Chilean  Experience  with 
Multiple  Exchange  Controls,”  Inter-American  Economic  Affairs,  Summer,  1959. 
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Mexico’s  economic  position  in  the  middle  “fifties”  reflected  the 
spectacular  economic  performance  of  the  recent  past.  From  1939  to 
1956,  a  span  of  17  years,  Mexico  attained  an  annual  rise  in  real  output 
averaging  7  per  cent;  agricultural  production  grew  two  and  one-half 
times;  the  volume  of  manufactures  expanded  three  and  on-half  times, 
along  with  a  tripling  of  electric  power  generated  and  of  petroleum  out- 
put.*^  In  addition  to  food  processing  and  textile  industries,  the  industrial 
profile  of  Mexico  includes:  ® 

. . .  steel  and  sugar  mills,  oil  refineries,  cement  plants,  chemical  works, 
tire  factories,  machine  shops,  foundries,  and  all  the  hundreds  of  establish¬ 
ments  that  produce  from  steel  pipe  to  refrigerators  and  washing  machines, 
and  that  indicate  the  existence  of  modem  industrial  complexes. 

W.  W.  Rostow,  in  a  recent  series  of  lectures  at  Cambridge  Univer¬ 
sity,  classified  Mexico  among  those  countries  that  belong  in  the  fourth 
stage  of  economic  growth  —  the  mature  economy.  Such  economies 
have  long  since  passed  their  “take-ofP  stage;  invest  steadily  some  10 
to  20  per  cent  of  national  income;  have  an  output  which  regularly 
outstrips  population;  and  extend  their  capabilities  to  more  complex 
processes  —  machine  tools,  chemicals,  electrical  equipment.  They  have 
the  skills  and  technology  to  produce  anything  they  choose. 

Through  heavy  government  investments  in  transportation,  energy 
and  fuel,  Mexico  succeeded  in  avoiding  the  formation  of  internal  bottle¬ 
necks  in  these  critical  sectors  and  thereby  facilitated  the  notable  ex¬ 
pansion  in  agriculture  and  industry. 

Finally,  a  happy  combination  of  swiftly-rising  exports,  a  favorable 
climate  for  foreign  investments,  and  a  mushrooming  tourist  industry 
have  given  Mexico  an  enviable  balance-of-payments  position.  Very 
noteworthy  is  the  outcome  of  Mexico’s  export  diversification  program: 
Mexico  has  become  the  world’s  second  largest  exporter  of  cotton,  and 
coffee  has  recently  become  Mexico’s  second-ranking  export  product 
Nearly  half  of  the  value  of  total  commodity  exports  in  1956  was  ac¬ 
counted  for  by  cotton  and  coffee.^ 

“DesarroUo  Hacia  Afuera”  ISJffs-lBSO.  Argentina,  Chile  and  Mex¬ 
ico  shared  much  the  same  pattern  of  resource  allocation  and  develop¬ 
ment  between  the  1870’s  and  the  Great  Depression  of  1929-1933.  The 
dynamic  forces  giving  rise  to  economic  development  in  these  countries, 
and  in  Latin  America  generally,  came  from  abroad.  Large  inflows  of 

•Alfredo  Navarrete,  Jr.,  “Mexico’s  Economic  Growth:  Prospects  and  Problems," 
a  paper  delivered  at  the  Conference  on  Economic  Development,  University  of 
Texas,  April  21-23,  1958,  p.  10. 
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foreign  capital  combined  with  rapidly-expanding  world  markets  for  the 
products  of  n:ines,  farms,  ranches,  and  petroleum  fields  served  to  give 
these  countries  an  externally-directed  pattern  of  development,  character¬ 
ized  by  the  expression,  “desarrollo  hacia  afuera.”  The  allocation  of  re¬ 
sources  in  Argentina,  Chile,  and  Mexico  until  the  Great  Depression  con¬ 
formed  to  the  classical  pattern  of  extreme  specialization  and  interna¬ 
tional  trade.  The  major  “agency  of  change”  in  their  economic  develop¬ 
ment  in  this  period  was  the  foreign  capitalist  —  investor  or  buyer  of 
raw  materials. 

During  the  first  three  decades  of  this  century,  Argentina’s  gross 
national  product  expanded  at  an  annual  rate  of  4.5  per  cent.  This 
rapid  rate  of  real  growth  of  Argentine  production  was  associated  with 
an  impressively-high  level  of  capital  foundation  (30  per  cent  of  gross 
income)  and  a  significant  foreign  investment  component:  a  third  of 
die  capital  originated  abroad.^  Argentina’s  current  deficit  on  interna¬ 
tional  account  in  the  period  1900-1914  equalled  one-third  its  total  cur¬ 
rent  receipts  from  abroad;  net  inflow  of  foreign  capital  substantially 
exceeded  capital  service  charges.*  Argentina  was  in  the  formative  stage 
of  development  —  that  of  an  immatiure  debtor-borrower. 

The  British  stake  in  Argentina  at  the  end  of  1930  was  enormous: 
the  capital  investment  of  its  citizens  came  to  about  $2  billion  (435  mil¬ 
lion  pounds  sterling),  the  hon’s  share  of  which  was  in  railroads,  other 
utilities,  and  meat  packing. 

The  growing  incomes  earned  by  Argentina  from  the  exx>ort  of  meats 
and  grain  stimulated  manufacturing  production  decades  before  the 
contrived  industrialization  program  initiated  by  the  government  in  the 
thirties.  Argentine  laborers,  native  and  immigrant,  became  well  adapted 
to  factory  methods;  important  textile  and  food-processing  industries 
served  the  domestic  market. 

Chile’s  externally-directed  phase  of  economic  development  follow¬ 
ed  the  War  of  the  Pacific  (1879-1883)  in  which  that  country  defeated 
the  combined  armies  of  Peru  and  Bolivia.  Chile  annexed  the  great 
nitrate  fields  to  the  north  and  British  capital  flowed  into  this  desert 
region  to  develop  the  world's  greatest  natural  nitrate  industry  and  a 
complex  of  ancillary  facilities  including  railroads  and  electric  power 
plants.  Other  foreign  capital  —  notably  French,  German  and  Amer- 

*“The  Problem  of  Economic  Development  of  Argentina,”  Economic  Bulletin 
for  Latin  America,  Vol.  IV,  No.  I,  March,  1959,  p.  14. 

•  R.  D.  Mallon,  “The  Role  of  Foreign  Investment  in  the  Capital  Formation  and 
Economic  Growth  of  Latin  America”  (An  unpublished  paper.  Economic  Commission 
for  Latin  America,  1957). 

”  John  W.  White,  ArgerUitw,  The  Life  Story  of  a  Nation  (New  York:  The  Viking 
Press,  1942)  p.  233. 
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ican  —  followed  the  British  into  Chile.  In  the  period  1900-1913,  Chile 
was  also  an  immature  debtor-borrower  and  did  not  convert  into  a 
mature  debtor-borrower  until  the  decade  of  the  twenties. 

Chile’s  economic  position,  and  especially  government  revenues, 
became  closely  linked  to  the  world  market  for  nitrates:  during  the 
first  decade  of  this  century,  Chile  supplied  about  two-thirds  of  the 
world’s  nitrate  consumption.  The  first  threat  to  Chile’s  virtual  monop¬ 
oly  position  in  this  important  mineral  came  during  World  War  One 
when  Germany  developed  the  nitrogen  fixation  process  allowing  for 
synthetic  production  of  nitrogen.  The  gap  in  Chile’s  balance-of-pay- 
ments  in  the  decade  of  the  twenties  attendant  to  shrinking  value  of 
nitrate  exports  was  fortunately  closed  by  growing  copper  exports  and 
the  proceeds  of  generous  bond  issues  floated  in  New  York  and  London. 

Mexico’s  turn  for  “desarrollo  hacia  afuera’  arrived  during  the  iron- 
fisted  regime  of  Porfirio  Diaz  (1877-1911). 

During  the  eighties  and  nineties  capital  was  pouring  into  Mexico  from 
Europe  and  the  United  States,  and  every  branch  of  economic  activity  was 
making  astonishing  progress.  Before  the  end  of  the  century  more  than  nine 
thousand  miles  of  railroads  had  been  built.  . . .  New  plantations  were  pro¬ 
ducing  sugar,  coffee,  henequen,  cotton,  rubber,  and  tropical  fruits;  textile 
mills  in  Vera  Cruz,  iron  and  steel  works  in  Nuevo  Leon  had  initiated  Mex¬ 
ico’s  industrial  revolution.  The  annual  value  of  Mexican  foreign  trade, 
which  had  amounted  to  fifty  million  pesos  in  the  seventies,  exceeded  two 
hundred  millions  by  the  end  of  the  century .“ 

Social-overhead  capital  —  harbors,  government  buildings,  telegraph 
and  telephone  lines,  in  addition  to  the  growing  network  of  railroads  — 
were  in  considerable  measure  financed  by  foreign  capital. 

Notwithstanding  the  significant  strides  taken  in  economic  develop¬ 
ment  during  the  Diaz  administration,  most  of  the  wealth  fell  into  the 
hands  of  the  few. 

But  Mexican  capitalism  was  superimposed  upon  the  hacienda  system, 
under  which  nearly  half  the  rural  population  was  bound  to  debt-slavery. 

. . .  The  Mexican  agricultural  laborers  existed,  during  the  Diaz  regime,  in 
a  condition  of  sodden  and  brutish  misery  probably  unmatched  by  the 
proletariat  of  any  other  country.** 

% 

The  mass  of  the  people  fell  to  a  lower  living  plane  during  this 
period.  By  1910,  the  real  wage  of  a  peon,  as  measured  by  the  price 
of  com,  was  one  quarter  of  what  it  had  been  in  1800.^® 

“  Henry  Bamford  Parkes,  A  History  of  Mexico  (Boston:  Houghton  Mifflin 
Company,  1938),  p.  297. 

^Ibid.,  p.  307. 
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Total  foreign  investment  in  Mexico  in  1921  reached  a  sum  of  nearly 
two  billion  dollars  and  was  largely  in  the  hands  of  British  ($670  mil¬ 
lion),  U.  S.  ($653  milhon),  and  French  ($282  million)  interests^*  The 
great  bulk  of  this  capital  investment  was  in  mining  and  smelting,  rail¬ 
roads,  rural  holdings,  oil  lands  and  refineries,  and  public  utilities. 

The  Great  Depression:  “Desarrollo  Hacia  Adentro.”  The  Great 
Depression  of  1929-1933  wrought  profound  changes  in  the  pattern  of 
Latin-American  economic  development.  Argentina  and  Chile,  especial¬ 
ly,  were  suddenly  faced  with  a  structural  disequiUbrium  of  grand 
proportions;  capital  inflows  from  abroad  and  exports  which  had  pro¬ 
vided  the  driving  force  in  their  economies  for  more  than  half  a  century 
contracted  violently.  Between  1929  and  1932,  the  value  of  Argentina’s 
imports  declined  74  per  cent  and  Chile’s  imports  87  per  cent.^®  Policy 
makers  found  it  necessary  to  guide  their  countries’  resources  into  new 
channels  to  close  the  yawning  gap  between  capacity  and  demand  left 
by  the  collapse  of  world  markets  for  agricultural  and  mineral  products. 
Exchange  controls  were  introduced  in  Argentina  and  Chile  to  prevent 
capital  flight  and  to  allocate  critically-scarce  foreign  exchange  income 
among  goods  of  highest  priority  —  essential  raw  materials,  fuel  and 
capital  equipment.  The  economic  crisis,  outwardly  induced,  was  trans¬ 
mitted  to  the  domestic  economy;  unemployment,  underemployment  — 
the  result  of  workers’  shifting  from  formerly  high  to  low  productivity 
jobs  —  and  a  sharp  fall  in  national  income  occurred.  Political  turmoil 
and  social  unrest  accompanied  these  economic  effects. 

Policy  makers  in  this  period  reached  a  conscious  decision  to  trans¬ 
form  the  economy,  to  alter  the  economic  structmre  and  reallocate  re¬ 
sources.  All  such  desires  converged  in  a  sentiment  that  George  Wythe 
calls  the  New  Nationalism  and  Pedro  Teichert  labels  the  Economic 
Policy  Revolution.  The  New  Nationalism  increasingly  became  iden¬ 
tified  with  rapid  industrialization,  and  new  governmental  agencies  were 
created  to  stimulate  manufacturing  industry.  The  logical  place  to 
begin  an  intensified  program  of  industrialization  was  with  consumer 
goods  formerly  imported  in  such  large  volume.  To  provide  a  margin 
for  the  importation  of  essential  raw  materials,  fuels,  and  capital  equip¬ 
ment  and  to  raise  incomes,  policy  makers  set  out  on  a  broad  front  to 
build  a  widening  industrial  structure  based  on  the  principle  of  import 
substitution.  In  Argentina,  this  policy  resulted  in  a  rise  in  industrial 
production  of  65  per  cent  between  1929  and  1945  and  served  to  take 
up  the  slack  in  agricultural  output.  Not  until  1945  —  when  population 

“  Edgar  Tiirlington,  ‘Toreign  Investments  in  Mexico,”  Annals  of  the  American 
Academy,  Philadelphia,  1940,  p.  105. 

“Paul  V.  Horn  and  Hubert  E.  Bice,  Latin  American  Trade  and  Economics, 
(New  York:  Prentice-Hall,  Inc.,  1949),  p.  285. 
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had  increased  40  per  cent  —  was  the  1929  standard  of  living  again 
reached,  and  this  could  not  have  been  accomplished  without  a  vigorous 
import-substitution  program. 

By  1945,  Argentina,  Chile,  and  Mexico  were  well  into  the  first 
stage  of  industrialization.  They  had  developed  an  impressive  profile 
of  manufacturing  firms  producing  a  broad  range  of  consumer  goods. 
This  feat  was  accompanied  by  the  emergence  of  a  new  class  of  entre- 
prenemrs,  governmental  and  private,  the  development  of  new  labor  skills, 
and  considerable  innovation  in  the  field  of  social  and  economic  in¬ 
stitutions. 

In  Mexico  —  in  striking  contrast  to  the  experiences  of  Argentina 
and  Chile  —  a  social  revolution  helped  to  create  the  foundation  for  an 
industrial  system. 

The  Mexican  Revolution,  at  its  most  heated  between  1910  and  1917, 
is  the  only  relatively  valid  example  of  social  revolution  in  Latin  America  — 
the  result  was  to  change  the  nature  of  the  social  hierarchy  and  partially 
to  reorder  it,  thus  fitting  the  classical  definition  of  social  revolution.’* 

Mexico  has  made  “important  strides  in  converting  a  hacienda- 
dominated  and  peon-ridden  society  into  one  that  is  democratic  and 
progressive  and  full  of  confidence  in  its  own  future.” 

In  his  inaugural  address  on  December  1,  1940,  President  Avila  Ca¬ 
macho  led  Mexico  toward  a  policy  of  moderation: 

. . .  the  entire  Republic  demands  now  the  material  and  spiritual  consolida¬ 
tion  of  our  social  gains  into  a  prosperous  and  powerful  economy  —  after 
having  assured  by  law  a  just  distribution  of  production,  it  would  be 
inexcusable  not  to  convert  Mexico’s  abundant  national  resoiuces  into  a 
strong  economic  structure. 

The  Agricultural  Sector.  Following  the  Second  World  War,  price 
controls,  foreign-exchange  manipulation  and  inadequate  transport  fa¬ 
cilities  served  to  weaken  incentives  to  produce  major  agricultural  com¬ 
modities  in  Argentina  and  Chile.  Farm  output  in  1954-1955  averaged 
only  5  per  cent  above  1945  in  Argentina  compared  with  11  per  cent  in 
Chile  and  over  50  per  cent  for  Mexico.^®  In  both  the  Argentine  and 
Chilean  situations,  the  ultimate  consequences  were  the  same,  namely, 
a  decrease  in  foreign  exchange  available  for  imports  of  investments 

’*K.  H.  Silvert,  “Political  Change  in  Latin  America,”  The  United  States  and 
Latin  America  (The  American  Assembly,  Columbia  University,  1959),  p.  70. 

Frank  Tannenbaum,  “Toward  an  Appreciation  of  Latin  America,”  Ihid., 

p.  43. 

MexicanrAmerican  Review,  Jan.,  1941,  p.  1. 

”  United  Nations,  Economic  Survey  of  Latin  America,  1956,  p.  132. 
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goods.  “In  Argentina  this  occurred  because  agricultural  exports  fell, 
and  in  Chile  because  imports  of  foodstuffs  rose.”  ^ 

The  Argentine  Government,  through  its  State  Trading  Agency 
(lAPI),  acted  as  sole  domestic  buyer  and  exporter  of  the  nation’s  lead¬ 
ing  agricultural  commodities.  A  policy  of  buying  cheap  from  the 
farmers  and  selling  dear  abroad  gave  lAPI  a  margin  of  profit  which 
was  utilized  to  support  the  five-year  plans.  Some  notion  of  the  spread 
between  buying  and  selling  prices  may  be  obtained  from  the  follow¬ 
ing:  in  1947,  domestic  farmers  received  between  $1.21  to  $1.37  for  a 
bushel  of  wheat;  lAPl’s  export  price  that  year  was  $4.86.  Agricultur¬ 
ists  were  caught  in  a  vise  between  rising  costs  and  more-or-less  fixed 
prices  for  their  basic  products.  A  transfer  of  income  from  this  sector 
to  non-agricultural  activities  was  thus  effected:  all  emphasis  was  placed 
on  industrial  development  at  the  expense  of  agriculture.  Artificially 
low  prices  for  food  and  rising  industrial  wages  served  to  divert  increas¬ 
ing  quantities  of  agricultural  commodities  away  from  the  export  market. 
Farm  workers  migrated  out  of  agriculture  in  response  to  high  urban 
wages  but  unlike  the  pattern  prevalent  in  the  United  States  and  Can¬ 
ada,  this  transfer  of  manpower  .  did  not  coincide  with  any  increase 
in  investment  or  any  improvement  in  farming  techniques,  which,  by 
raising  agricultural  yields  per  worker  and  per  unit  of  land,  would 
have  rendered  this  transfer  innocuous.” 

Between  the  periods  1934-1938  and  1950-1954,  Argentina’s  share 
in  world  agricultural  exports  fell  drastically  as  already  indicated:  for 
specific  commodities  the  reductions  were  from  61  to  21  per  cent  in 
com;  19  to  7  per  cent  in  wheat;  68  to  44  per  cent  in  linseed;  12  to  10 
per  cent  in  wool;  and  40  to  18  per  cent  in  meats.^^ 

Mexico’s  agricultural  policies  contrasted  strikingly  with  those  pur¬ 
sued  until  very  recently  by  Argentina  and  Chile:  gross  investment  in 
Mexican  agriculture  increased  faster  than  gross  national  investment  in 
all  fields. 

Alongside  measures  to  encourage  industry,  the  Government  gave  irri¬ 
gation  and  flood  control  policy  high  priority  in  the  public  works  pro¬ 
gramme,  used  public  banks  to  channel  savings  into  agricultural  investment, 
stimulated  technical  research,  and  publicity,  and  helped  the  development 
of  ancillary  industries  producing  fertilizers  and  agricultural  machinery.” 

Agricultural  extension  services  have  been  established  in  every  state 
of  the  Mexican  Republic.  The  laudable  expansion  of  agricultural  out- 

^Ihid.,  p.  132. 

”  ‘The  Situation  in  Argentina  and  the  New  Economic  Policy,”  op.  cit.,  p.  35. 
”‘The  Problem  of  Economic  Development  of  Argentina,”  op.  cit.,  p.  17, 
table  1. 

”  United  Nations,  Economic  Survey  of  Latin  America,  1956,  p.  143. 
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put  in  Mexico  —  which  incidentally  accounted  for  the  rapid  post-war 
growth  in  exports  —  was  made  possible  as  a  result  of  new  land  brought 
into  cultivation,  which  contributed  about  40  per  cent  to  the  increment, 
shifts  to  more  productive  crops,  contributing  around  35  per  cent,  and 
increased  yields,  accounting  for  the  remaining  25  per  cent.^*  Farming, 
which  absorbed  70  per  cent  of  Mexico’s  working  force  in  1930  em¬ 
ployed  only  54  per  cent  in  1956. 

Chile:  Crisis  in  the  Mineral  Export  Sector.  Until  1955,  official  policy 
in  Chile  operated  on  the  specious  assumption  that  the  foreign-con- 
trolled  copper  industry  constituted  an  inexhaustible  source  from  which 
resources  could  be  extracted.  The  foreign-owned  industry  comprises 
the  affiliates  of  two  U.  S.  copper  companies  which  jointly  have  been 
responsible  for  about  one-third  of  the  Government's  revenue,  eight  per 
cent  of  the  country’s  gross  income  and  over  one-half  of  its  exports. 

The  imposition  of  an  extreme  penalty  rate  of  exchange  on  the  activ¬ 
ities  of  the  companies  in  Chile,  converted  that  country  from  one  of  the 
lowest-cost  copper  producers  (in  U.  S.  dollars)  to  one  of  the  highest-cost 
producers  in  the  world. 

The  net  effect  of  such  a  policy  was  to  raise  the  companies’  cost  of 
production  in  dollars,  lower  their  profits,  diminish  the  size  of  the  labor 
force  and  volume  of  local  purchases,  and  destroy  the  incentive  to  en¬ 
gage  in  mineral  exploration  and  capital  expansion.  While,  on  the  one 
hand,  the  government  derived  a  growing  relative  share  of  revenue  from 
the  foreign  copper  companies,  these  very  measures,  over  a  number  of 
years,  forced  a  contraction  of  the  essential  base  on  which  taxes  were 
apphed?  the  policy  was  inherently  self-defeating.  The  volume  of  Chilean 
copper  output  and  exports  fell;  Chile’s  total  export  volume  failed  to  ex¬ 
pand. 

The  Capacity  to  Import  and  Economic  Development.  The  rapid  ex¬ 
pansion  of  industry  in  Argentina  after  1945  was  shortlived:  on  the  one 
hand,  the  lag  in  energy  and  transportation  facilities  and,  on  the  other, 
the  contraction  in  agricultural  exports  checked  its  forward  momentum. 

Argentina’s  structural  crisis  in  the  immediate  post- World  War  Two 
decade  assumed  two  dimensions:  internal  bottlenecks  included  fuel 
and  electrical  energy  shortages  and  an  inadequate  transportation  sys¬ 
tem;  second,  the  capacity  to  import  fell  too  low  to  cover  the  cost  of 
imports  essential  to  current  economic  activity,  not  to  mention  the  large 
requirements  of  capital  equipment  that  had  to  remain  unsatisfied.  Be¬ 
tween  1940-1950  and  1954-1955,  average  annual  imports  of  agricultural 
equipment  fell  23  per  cent,  industrial  equipment,  52  per  cent,  and 

**  Alfredo  Navarrete,  Jr.,  op.  cit.,  p.  8. 
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transportation  equipment,  42  per  cent.  By  way  of  contrast,  Mexico’s 
imports  of  equipment  increased  29,  32,  and  58  per  cent  respectively .2® 
Referring  to  Argentina,  one  writer  made  this  interesting  comment: 

To  at  least  one  (biased)  observer,  this  fantastic  decline  in  the  capacity 
to  pay  for  imports  seems  to  be  ascribable  less  to  “acts  of  God”  than  to  acts 
of  Per6n  and  his  company.** 

The  fall  of  40  per  cent  in  Argentina’s  capacity  to  import  between  the 
postwar  high  of  1946-1947  and  1953-1954,  was  due  roughly  in  equal 
measure  to  a  fall  in  the  terms  of  trade  and  a  contraction  in  export 
volume.^"^ 

In  Chile  two  factors  —  stagnation  in  export  volume  and  a  growing 
share  of  imports  allocated  to  food  —  narrowed  the  margin  for  essential 
imports  of  intermediate  and  finished  capital  goods.  According  to  raw 
data  collected  by  the  writer,  there  occurred  a  near  50  per  cent  decline 
in  average  annual  capital  equipment  imports  per  worker  between  1925- 
1930  and  1949-1952.  Since  in  Chile  of  every  dollar  invested  in  machin¬ 
ery  and  equipment,  90^  is  spent  abroad,  a  reasonable  partial  expla¬ 
nation  is  suggested  for  the  slow  pace  of  Chile’s  economy. 

By  way  of  contrast,  careful  consideration  given  to  infrastructure 
investment,  to  human  development  and  to  the  balance-of-payments  have 
yielded  Mexico  one  of  the  most  satisfactory  rates  of  economic  growth 
and  industrial  development  in  Latin  America. 

The  more  or  less  balanced  structure  attained  by  the  Mexican  economy 
has  been  the  result  of  directed  policies  which  have  considered  the  inter¬ 
dependency  of  the  private  sectors  —  agriculture  providing  food  and  raw 
materials,  and  a  market  for  the  new  industries;  industry  supplying  the 
goods  required  to  increase  farm  productivity  and  relieving  the  population 
pressme  in  rural  areas  by  providing  employment  opportunities  in  the 
cities.** 

The  New  Economic  Policy.  Fortunately,  since  the  middle  fifties, 
major  policy  shifts  have  occurred  in  Chile  and  Argentina.  Essentially, 
the  emerging  orientation  involves  (1)  giving  freer  play  to  market  forces 
and  toward  disentangling  the  irrational  network  of  controls  which  had 
been  built  into  their  respective  economies,  and  (2)  positive  govern¬ 
mental  programming  which  has  resulted  in  a  massive  deployment  of 
capital  funds  into  the  hitherto  capital-starved  sectors  —  social  overhead 
and  agriculture. 

**  United  Nations,  Economics  Survey  of  Latin  America,  1956,  p.  128,  table  90. 
**  William  H.  Fink,  “Trends  in  Latin  America’s  Capacity  to  Import  and  the 
Cains  from  Trade,”  Inter-American  Economic  Affairs,  Summer,  1955,  VoL  DC,  No.  1, 

p.  68. 

"  “The  Situation  in  Argentina  and  the  New  Economic  Policy,”  op.  cit.,  derived 
from  table  3,  p.  30. 

**  Alfredo  Navarrete,  Jr.,  op.  cit.,  p.  11. 
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The  valiant  efforts  being  made  to  stem  inflation;  the  adjustment  of 
exchange  rates  to  realistic  levels  and,  especially,  the  scuttling  of  cum¬ 
bersome  multiple  exchange  systems;  the  drafting  of  non-discriminatory 
codes  for  foreign  investors;  in  Argentina,  the  renewed  wooing  of  foreign 
capital  to  explore  and  produce  petroleum;  in  Chile,  the  New  Treatment 
Copper  law  and  the  Nitrate  Referendum;  the  elimination  of  price  con¬ 
trols  on  agricultural  commodities  combined  with  programs  to  revitalize 
the  agricultural  sector  —  these  and  other  measures  reflect  the  New 
Economic  Policy  in  Argentina  and  Chile. 

On  February  18,  1960,  the  foreign  ministers  of  seven  La  tin- Amer¬ 
ican  countries,  including  Argentina,  Chile,  and  Mexico,  signed  a  treaty 
linking  their  nations’  economies  into  a  Latin  American  Free  Trade  Zone. 
Tariff  and  trade  restrictions  on  more  than  three-fourths  of  trade  within 
the  Zone  will  be  eliminated  over  a  12-year  period.  The  elimination 
of  barriers  to  trade  and  payments  among  these  nations  could  conceiv¬ 
ably  provide  them  with  a  secure  market  of  near  continental  proportions 
for  the  emerging  heavy  capital  goods  industries  —  iron  and  steel  ma¬ 
chinery,  transport  equipment,  chemical  products,  pulp  and  paper.  The 
magnitude  of  investment  required  in  these  heavy  industries  indicates 
a  need  for  a  broad  market  to  secure  large-scale  economies,  to  enhance 
competition,  and  for  the  continued  participation  of  foreign  capital 
together  with  the  organizational  and  technical  “know-how”  with  which 
it  is  generally  associated. 


EL  DESARROLLO  ECONOMICO  A 
TRAVES  DEL  REGIONALISMO 


Walter  Krause 

Los  anos  posteriores  a  la  segunda  guerra  mundial  ban  sido  testigos 
de  un  creciente  interns  por  el  estado  de  los  paises  subdesarrollados  del 
mundo.  Estos  paises  —  histdricamente  sujetos  a  condiciones  extremas 
de  pobreza  y  estancamiento  —  comenzaron  a  esforzarse  con  inusitada 
energia  por  mejorar  su  situacidn  dentro  de  la  reabdad  econdmica  pre- 
valente.  A1  mismo  tiempo,  los  paises  desarrollados  —  especialmente 
Estados  Unidos  —  acusaron  una  mayor  preocupacidn  por  el  bien- 
estar  de  los  pueblos  de  las  regiones  poco  avanzadas,  provocada  en 
gran  parte  por  las  profundas  implicaciones  planteadas  por  la  “revo- 
lucidn  de  crecientes  esperanzas”  dentro  de  la  situacidn  global  del  pano¬ 
rama  intemacional. 

A1  llegar  a  su  mds  alto  grado  el  interes  por  el  “desarrollo  econdmico,” 
funcionarios  gubemamentales  y  economistas  acaddmicos  —  tanto  de 
paises  desarrollados  como  de  los  subdesarrollados  —  tuvieron  que  plan- 
tearse  la  tarea  de  aislar  las  razones  por  las  cuales  los  esfuerzos  realiza- 
dos  por  ciertas  economias  daban  resultados  tan  pobres,  y  por  Idgica, 
buscar  cudles  acciones  especificas  de  cardcter  publico  eran  necesarias 
para  implementar  un  programa  que  rindiese  en  el  campo  econdmico. 
Nos  quedamos  parcos  al  decir  que  esos  planteamientos  generaron  gran- 
des  controversias,  las  cuales  ban  continuado  debido  principalmente 
a  que  aun  no  ba  transcurrido  suficiente  tiempo  para  que  tales  o  cuales 
tdcticas  o  estrategias  bayan  probado  su  ventaja  sobre  otras. 

En  el  curso  de  la  controversia,  una  idea  que  fud  avanzada  y  a  la 
que  se  le  ba  puesto  mayor  atencidn  ultimamente,  es  la  del  desarrollo 
econdmico  a  travds  del  enfoque  del  desarrollo  regional.  Esto  puede 
^ue  se  biciera  inevitable  debido  a  que  con  anterioridad,  el  regionaUs- 
mo,  gozaba  de  popularidad  en  otras  partes  del  mundo.  Especifica- 
mente,  las  operaciones  del  Plan  Marshall  sirvieron  para  darles  gran 
impetu  al  planteamiento  en  Europa  Occidental.  De  alii  partieron  un 
buen  numero  de  arreglos  regionales  tanto  durante  el  periodo  de  re- 
cuperacidn  directamente  vinculado  al  Plan  Marshall,  como  durante  la 
fase  mds  prolongada  de  crecimiento  que  le  siguid,  v.  gr.  la  Unidn  Eu¬ 
ropea  de  Pagos,  la  Comunidad  del  Carbdn  y  el  Acero  y  —  los  mds 
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importantes  de  todos  —  el  Mercado  Comun  y  su  contrapartida  el 
Area  del  Mercado  de  los  Siete  de  Afuera.  Como  generalmente  se  ads- 
cribio  un  impacto  beneficioso  a  arreglos  de  esta  naturaleza  (se  espera 
que  este  impacto  se  acentue  en  el  future),  se  cont6  con  una  base  firme 
para  argiiir  en  favor  de  su  decidida  implantacion  en  el  sector  subdes- 
arrollado  del  mundo,  cuyos  problemas  causan  gran  inquietud  hoy  dia. 

Abundan  por  doquier  las  manifestaciones  de  creciente  inters  en 
las  aptitudes  del  planteamiento  regional  para  resolver  los  problemas 
del  mimdo  subdesarrollado.  Alii  se  oye  hablar  de  los  meritos  del  mer- 
cado  comun  —  sobre  todo  en  la  America  Latina,  pero  tambien  en  el 
Asia  sudoriental  y  en  otras  regiones.  La  institucion  de  ayuda  al  extran- 
jero  de  los  Estados  Unidos  (ICA)  esta  prestando  creciente  atencion  a 
los  proyectos  regionales  —  que  engranan  tanto  los  recursos  como  los 
problemas  especificos  de  dos  o  mds  paises  contiguos.  En  los  paises 
principales  se  manifiesta  interes  por  ver  si  los  nuevos  paises  africanos 
resultardn  entidades  economicas  viables.  Importantes  documentos  ema- 
nados  de  fuentes  oficiales  y  no  oficiales  de  paises  avanzados,  se  refie- 
ren  a  la  aplicabilidad  de  una  mayor  cooperacion  economica  entre  paises 
que  se  encuentran  en  situacidn  similar.  Ademds,  un  partido  politico 
norteamericano  ha  dejado  sentado  en  su  mas  reciente  plataforma  po- 
litica,  que  es  anuente  a  la  tendencia  encaminada  a  formar  “confedera- 
ciones  econdmicas  regionales.” 

De  hecho,  pues,  existen  simultdneamente  el  deseo  de  lograr  el 
desarrollo  econdmico  y  la  espectativa  de  que  el  planteamiento  regional 
juegue  un  papel  significativo  en  su  consecucidn.  Este  trabajo  se  ocupa 
del  segundo  aspecto  de  la  cuestidn:  La  aplicabilidad  del  planteamiento 
regional  como  medio  efectivo  para  promover  el  desarrollo  econdmico. 
Se  pondrd  particular  dnfasis  en  dos  puntos  capitales:  (I)  examen  de  las 
principales  medidas  que  pudieran  tomarse  dentro  del  planteamiento  re¬ 
gional,  y  (2)  examen  del  grado  hasta  el  cual  pueda  obtenerse  un  desarro¬ 
llo  acelerado  utilizando  las  medidas  mencionadas. 

Racionalizacidn 

En  primer  lugar,  ^a  titulo  de  que  meritos  es  aceptado,  por  ciertas 
personas,  el  planteamiento  regional  para  promover  el  desarrollo  econd¬ 
mico?  La  respuesta  bdsica  habrd  de  encontrarse  en  el  hecho  frecuente 
de  que  las  fronteras  politicas  de  los  paises  no  comprenden  aquellas 
dreas  geogrdficas  que,  tomadas  en  un  todo,  puedan  ofrecer  ambiente 
propicio  para  el  desarrollo  de  una  actividad  econdmica  bien  ordenada. 
El  sistema  de  estados  nacionales,  tal  y  como  existe  hoy  dia,  es,  en  alto 
grado,  consecuencia  de  decisiones  tomadas  de  acuerdo  con  considera- 
ciones  no  econdmicas.  Por  lo  tanto  —  reza  el  argumento  — si  los  paises 
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han  de  prosperar  en  lo  economico  en  forma  efectiva  y  eficiente,  se 
verdn  obligados  a  crear  condiciones  mds  favorables  al  logro  de  la  ac- 
tividad  economica  bien  ordenada.  Como  el  reajuste  masivo  de  las  fron- 
teras  politicas  no  constituye  una  sugerencia  prdctica,  queda  la  altema- 
tiva  de  restarle  enfasis  a  las  demarcaciones  politicas  en  lo  tocante  al 
ritino  y  orientacion  de  la  actividad  econdmica. 

Si  se  estd  de  acuerdo  en  que  restarle  enfasis  a  las  fronteras  nacionales 
tiene  sentido  econdmicamente  hablando,  entonces  se  podrd  argiiir  que 
el  moviento  liberalizante  debiera  de  ser  de  envergadura  global.  Apa- 
rentemente,  si  es  bueno  un  movimiento  de  liberalizacidn  de  este  tipo, 
entonces  lo  ideal  seria  llevarlo  a  sus  ultimas  consecuencias.  Sin  embar¬ 
go,  existen  obstdculos  en  el  camino  de  ese  fin  todo  comprensivo.  No 
todos  los  paises  se  encuentran  igualmente  listos  para  actuar  en  esa 
direccidn,  lo  cual  se  tatiende  dado  el  grado  de  diversidad  en  situacio- 
nes  y  reacciones  que  se  encuentran  dentro  del  complejo  de  imas  cien 
naciones,  todas  ellas  nominalmente  soberanas,  y  preocupadas  con  su 
propio  bienestar  nacional.  Lo  previsto  por  muchos  es  que,  cualquier 
esfuerzo  encaminado  a  llegar  a  una  situacidn  dptima  a  corto  plazo, 
estd  condenado  al  fracaso  al  estrellarse  contra  una  situacidn  virtual- 
mente  infranqueable  producida  por  la  suma  de  impedimentos  que  ac- 
tiian  y  reaccionan  entre  si.  Hay  mayores  esperanzas,  se  aduce,  en  ir 
por  partes,  tomando  medidas  donde  y  cuando  sea  abiertamente  posible. 
En  pocas  palabras,  su  filosofia  consiste  en  decir  que  “mds  vale  poco 
que  nada.”  Traducido  en  terminos  factibles:  se  buscardn  vinculos  eco- 
ndmicos  mds  estrechos  —  al  menos  como  un  primer  paso  —  dentro  de 
regiones  y  sobre  nexos  determinados,  en  lugar  de  hacerlo  sin  discrimina- 
cidn  y  universalmente. 


Formas  de  regiormlismo 

Bdsicamente,  la  accidn  econdmica  en  el  nivel  regional  puede  des- 
arrollarse  por  tres  caminos  principales:  proyectos,  intercambio  y  pa- 
gos.  Cada  una  de  estas  posibilidades  se  estudiard  a  continuacidn: 

Proyectos.  —  Algunos  proyectos  sdlo  son  posibles  en  el  terreno  de 
los  hechos,  si  se  emprenden  sobre  bases  regionales  con  la  participacidn 
de  dos  o  mds  paises,  o  son  factibles  a  base  de  una  mayor  eficiencia,  si 
se  acometen  regionalmente  en  lugar  de  nacionalmente.  Esto  se  presta 
a  tres  tipos  distintos  de  casos. 

Primero.  Ciertas  obras  bdsicas  pueden  instalarse  y  operarse  con 
mayores  ventajas,  si  se  precede  sobre  bases  regionales  que  si  se  hi- 
ciesen  individualmente  pais  por  pais.  Por  ejemplo,  tdmese  un  rio  que 
cruza  o  separa  dos  o  mds  paises.  En  el  caso  de  instalaciones  hidroelec- 
tricas,  de  regadio  o  transporte,  pueden  desarrollarse  mds  ventajosa- 
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mente  si  todos  los  paises  actuan  en  unisono  en  lugar  de  hacerlo  inde- 
pendientemente,  en  cuyo  caso  puede  ocurrir  que  un  pais  decida  abs- 
tenerse  totalmente,  entorpeciendo  asi  hasta  los  planes  contemplados  por 
los  demds.  Ejemplos  especificos  que  ilustran  lo  anterior  los  encontramos 
en  el  Tratado  de  las  Aguas  del  Indo  (1960)  entre  la  India  y  Pakistan, 
para  el  desarrollo  y  utilizacidn  de  las  aguas  de  la  cuenca  del  Indo,  y 
el  posible  futuro  aprovechamiento,  al  estilo  del  Tennessee  Valley  Au¬ 
thority  (TV A),  de  las  aguas  de  la  cuenca  del  Mek6n  en  el  Asia  Sud- 
oriental  (que  comprenderia  no  menos  de  cuatro  paises,  a  saber:  Tai- 
landia,  Laos,  Cambodia,  Vietnam  del  S  ir,  y  posiblemente  la  China 
continental). 

Segundo.  Con  frecuencia,  la  distribucidn  de  recursos  por  dreas, 
hace  necesario  el  pool  de  los  mismos  entre  dos  o  mds  paises,  si  es  que 
ha  de  esperarse  una  explotacidn  efectiva.  Como  ilustracidn,  suponga- 
mos  el  caso  de  un  pais  que  tenga  mineral  de  hierro  pero  que  carezca 
de  carbdn,  mientras  que  su  vecino  posee  yacimientos  de  dste  pero  no 
del  otro.  Tedricamente,  el  punto  de  unidn  se  hace  factible  por  medio 
del  intercambio;  sin  embargo,  puede  que  se  haga  necesario  un  arreglo 
formal  en  lo  tocante  a  una  sidenirgica  como  primer  paso  que  ponga 
en  movimiento  las  fuerzas  del  mercado  resultantes  del  empate  de  am- 
bos  recursos.  En  este  contexto,  se  puede  pensar  en  un  arreglo  tocante 
al  hierro  filipino  y  al  carbdn  de  Formosa. 

Tercero.  Los  mercados  nacionales  puede  que  resulten  demasiado 
hmitados  para  permitir  la  operacidn  de  ciertas  unidades  de  produccidn 
en  escala  econdmica.  En  contraste,  esas  mismas  unidades  productivas, 
ubicadas,  segun  cada  caso,  en  un  sdlo  pais  (de  un  grupo  de  dos  o  mds), 
trasegaria  sin  cortapisas  cualquier  excedente  que  se  presentase,  a  cada 
uno  de  los  otros  paises,  y  se  podria  asi  llegar  a  una  escala  de  rendi- 
miento  que  resultase  econdmica.  Para  ilustrar  el  caso  tomemos  nueva- 
mente  el  ejemplo  del  mineral  de  hierro  en  un  pais  y  el  carbdn  en  otro. 
En  el  cmso  normal  del  comercio  seria  posible  vincular  esos  recursos, 
y  eventualmente  establecer  conjuntamente  intalaciones  de  procesamien- 
to;  no  obstante,  es  posible  que  cada  pais,  de  actuar  unilateralmente, 
trataria  de  poner  una  siderurgica  propia,  lo  cual  resultaria  en  una  es¬ 
cala  de  produccidn  que  quizd  seria  incapaz  de  rendir  una  produccidn 
eficiente.  Por  lo  tanto,  se  cuenta  con  una  base  para  formalizar  un 
acuerdo  entre  paises  a  fin  de  formar  un  pool  dedicado  a  la  utilizacidn 
de  los  recursos  comunes  en  favor  de  una  sola  empresa  y  la  comercia- 
lizacidn  de  su  produccidn  en  un  mercado  corniin. 

Ahora  bien,  a  pesar  de  la  plausibilidad  econdmica  de  ciertos  pro- 
yectos,  su  planteamiento  regional  se  ve  obstaculizado  debido  a  las  fric- 
ciones  que  surgen  sobre  la  participacidn  en  costos  y  ubicacidn.  Por  lo 
tanto,  existe  la  tendencia  entre  ciertos  paises,  de  subestimar  la  cantidad 
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con  que  legitimamente  deben  contribuir  al  costo  de  una  empresa  co- 
miin.  Tambien,  cuando  instalaciones  para  productos  terminados  se  si- 
tuan  enteramente  en  un  pais,  pero  se  destinan  a  servir  a  un  grupo  re¬ 
gional  de  paises,  los  participantes  tipicos  tienden  a  quejarse  indefecti- 
blemente  si  no  logran  su  radicacion  dentro  de  su  propio  territorio.  Sin 
embargo,  tales  impedimentos  pueden  superarse  en  forma  substancial 
si  se  consigue  ayuda  financiera  exterior,  cuya  disponibilidad  depende 
de  que  se  use  de  acuerdo  a  principios  bdsicos  de  planteamientos  regio- 
nales,  sobre  los  cuales  haya  habido  previo  acuerdo.  Fue  en  este  sen- 
tido  que  el  instrumento  de  ayuda  al  extranjero  de  los  Estados  Unidos 
(ICA),  introdujo  en  1956,  el  Fondo  de  Fomento  Econdmico  para  el 
Asia  (Asian  Economic  Development  Fund),  del  cual  $300  millones  se 
destinaron  a  apoyar  proyectos  meritorios  de  fomento  econdmico  regio¬ 
nal  en  el  Asia.  Tambien,  el  ya  citado  Tratado  sobre  las  Aguas  del 
Indo,  que  se  celebrd  despues  de  la  particidn,  estd  apoyado  por  el  Fondo 
para  el  Desarrollo  de  la  Cuenca  del  Indo  en  la  cantidad  de  casi  $900 
millones,  y  cuya  capitalizacidn  precede,  en  gran  parte,  de  otros  paises. 

Intercambio.  —  Cualquier  examen  de  las  corrientes  de  comercio 
mondial  nos  revelard  que  es  caracteristico  de  los  paises  subdesarrollados 
situados  dentro  de  una  misma  regidn,  tener  poco  intercambio  mutuo; 
en  cambio,  esos  paises  tienden  a  comercial  principalmente  con  los  pai¬ 
ses  industrializados,  que  por  lo  general  se  encuentran  distantes  (mien- 
tras  que  la  proporcidn  mds  alto  de  intercambio  entre-paises  ociure  den¬ 
tro  del  complejo  de  los  paises  desarrollados).  Algunas  personas  opinan 
que  los  paises  subdesarrollados  de  una  misma  regidn  debieran  comer- 
ciar  entre  ellos.  Se  aduce  que,  si  hubiera  im  incremento  en  el  comercio 
regional,  se  podria  llegar  a  una  mayor  especializacidn,  lo  cual  repre- 
sentaria  una  ventaja  adicional  para  los  paises  participantes.  Al  res- 
pecto,  se  sugiere  con  frecuencia  que  debieran  eliminarse  o  reducirse 
determinadas  barreras  que  obstaculizan  el  comercio  entre  paises  de  una 
misma  regidn,  en  la  esperanza  de  que  se  fomente,  como  resultado,  un 
mayor  intercambio  dentro  de  la  regidn.  Por  lo  general  se  proponen 
arreglos  aduaneros  de  cierto  tipo,  cuya  denominacidn  corriente  es  la 
de  “mercado  comiin.” 

^Por  qud  hay  tan  poco  intercambio  entre  los  paises  subdesarrollados 
pertenecientes  a  una  misma  regidn?  La  respuesta  fundamental  ha  de 
encontrarse  en  el  tipo  de  produccidn  que  prevalece  en  una  regidn  en  la 
cual  todos  los  paises  son  subdesarrollados.  Tal  como  se  presenta  la 
situacidn,  esos  paises  estdn  dedicados  a  la  produccidn  de  materias  pri- 
mas,  y  de  hecho,  la  mayoria  son  paises  monocultivistas,  con  una  concen- 
tracidn  productiva  limitada  a  poquisimos  productos  (y  con  una  gran 
similitud  en  productos  caracteristicos  de  la  regidn  a  la  que  pertenecen 
los  diferentes  paises).  Bajo  estas  circunstancias,  el  producto  final  de 
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cada  pais  tiende  a  entrar  en  competencia,  no  a  complementar,  los  de 
los  otros  paises  de  la  misma  regidn.  La  porcidn  exportable  de  la  pro- 
duccidn  de  cada  pais,  se  ve  forzada  a  encontrar  mercado  principal- 
mente  en  paises  industrialmente  avanzados  fuera  de  la  regidn;  simul- 
taneamente,  muchos  productos  —  especialmente  los  industriales  —  no 
producidos  en  la  regidn  pero  requeridos  por  los  paises  subdesarrollados, 
deben  traerse  de  fuentes  situadas  fuera  de  la  regidn,  o  prescindirse  de 
ellos.  En  la  prdctica,  los  paises  del  Asia  Sudoriental,  que  se  dedican 
en  general  a  la  produccidn  de  materias  primas  similares,  no  estdn  en- 
caminados  a  comerciar  en  gran  escala  el  uno  con  el  otro,  sino  a  buscar 
bases  firmes  de  comercio  con  el  Jap6n,  la  Europa  Occidental  y  los 
Estados  Unidos,  todos  los  cuales  tienen  interns  en  los  productos  pri- 
marios  de  la  region,  y  en  su  demanda  por  productos  industriales;  o, 
para  mencionar  otro  caso,  los  paises  de  la  America  Latina  apenas  si 
comercian  entre  si,  al  tiempo  que  dependen  grandemente  del  inter- 
cambio  de  materias  primas  por  toda  una  serie  de  importaciones,  prin- 
cipalmente  productos  industriales  de  procedencia  norteamericana  y  de 
Europa  Occidental. 

En  pocas  palabras,  existe  poca  complementacidn  econdmica  dentro 
de  una  regidn  compuesta  enteramente  de  paises  subdesarrollados;  y 
al  no  haber  complementacidn  econdmica,  las  bases  para  establecer  un 
comercio  mutuo  ventajoso  tienden  a  ser  ddbiles.  Es  interesante  notar 
que  esta  falta  de  complementacidn  econdmica  dentro  de  una  regidn 
subdesarrollada,  contrasta  con  lo  que  ocurre  en  las  regiones  ya  desa- 
rolladas.  Por  ejemplo,  los  paises  de  Europa  Occidental  estdn  altamente 
industrializados  —  pero  a  pesar  de  ello,  la  corriente  comercial  entre 
esos  paises  es  grande.  El  punto  esencial  radica  en  que  el  proceso 
industrial  tiende  a  rendir  pluralidad  en  la  produccidn  final,  que  se 
ajusta  al  principio  de  la  complementacidn  econdmica,  la  cual,  en  su 
tumo,  sirve  para  sostener  un  intercambio  substancial  de  productos  en¬ 
tre  los  paises  de  una  misma  regidn.  Asi,  pues,  los  productos  de  lujo 
franceses,  la  maquinaria  pesada  alemana,  la  maquinaria  liviana  italia- 
na,  pueden  enmarcarse  dentro  de  una  corriente  regional  de  intercam¬ 
bio  —  pero  no  es  razonable  esperar  que  Honduras  y  Nicaragua  man- 
tengan  un  intercambio  activo  de  bananas  o  que  Birmania  y  Tailandia 
comercien  activamente  en  arroz.  Por  lo  tanto,  quizds  no  deba  sorpren- 
der  que  arreglos  regionales  de  naturaleza  formal  puedan  sugerirse  para 
regiones  como  la  Europa  Occidental,  y  que  se  realicen  con  un  minimo 
de  dificultades  en  su  periodo  de  transicidn  y  con  pocas  manifestaciones 
de  oposicidn  (considerando  que  se  esperan  de  eUos  beneficios  mutuos 
inmediatos);  y  ciertamente,  es  sobre  estos  antecedentes,  que  los  orige- 
nes  del  Mercado  Comiin  Europeo  (que  une  a  Belgica,  Francia,  Ale- 
mania  Occidental,  Italia,  Luxembm-go  y  Holanda)  y  el  pacto  de  los 
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Siete  de  Afuera  (que  comprende  a  Austria,  Dinamarca,  Noruega,  Por¬ 
tugal,  Suecia,  Suiza  y  Gran  Bretana)  toman  especial  relieve  dentro  de 
los  temas  suscitados  por  el  presente  trabajo. 

No  obstante  la  actual  falta  de  complementacidn  econdmica  entre 
paises  de  regiones  subdesarrolladas  (lo  cual  entorpece  el  comercio  en 
gran  escala  dentro  de  la  regidn),  deben  tenerse  como  plausibles  arre- 
glos  de  tipo  regional  en  el  caso  de  estos  paises.  El  que  la  complemen- 
tacidn  no  ocurra  actualmente  no  quiere  decir  que  no  podrd  convertirse 
en  una  realidad  en  alguna  fecha  futura.  De  hecho,  de  existir  la  posi- 
bilidad  de  que  un  arreglo  comercial  de  tipo  regional  pueda  ayudar  a 
crear  una  mayor  complementacidn  dentro  de  una  regidn  determinada, 
dicho  arreglo  adquiriria  rdpidamente  un  atractivo  especial.  Asi  pues, 
la  introduccidn  de  ciertas  empresas  de  tipo  industrial  en  paises  de  una 
regidn  subdesarrollada  puede  que  produzca  directamente  el  efecto  de 
generar  mayor  complementacidn  entre  esos  paises,  la  cual  —  de  reali- 
zarse  —  haria  posible  im  mayor  intercambio  dentro  de  la  regidn.  Pero, 
la  introduccidn  de  nuevas  empresas,  puede  que  se  dilate  mucho,  y  a 
lo  mejor  resulte  imposible,  de  no  contar  el  producto  final  con  un  am- 
plio  mercado.  Por  lo  tanto,  se  llega  a  tener  una  base  para  argiiir  en 
pro  de  acuerdos  comerciales  regionales,  con  el  fin,  no  de  rendir  ganan- 
cias  inmediatas  a  los  paises  participantes  (dentro  del  estado  econdmico 
imperante),  sino  como  medio  para  promover  el  desarrollo  econdmico. 
A  medida  que  avanza  el  desarrollo  econdmico,  se  habria  conseguido, 
por  ende,  un  nuevo  y  mds  elevado  proceso  de  intercambio  dentro  de 
la  regidn  con  lo  que  los  paises  integrantes  vendrian  a  disfrutar  de  un 
nuevo  y  mas  alto  nivel  econdmico.  Es  asi  como  la  introduccidn  de 
acuerdos  de  tipo  regional  (v.  gr.,  convenios  tipo  “mercado  comiin”) 
tiene  especial  significacidn  para  los  paises  subdesarrollados  empenados 
en  desarrollarse  econdmicamente.  En  pocas  palabras,  el  mercado  co- 
mun,  al  posibilitar  el  comercio  intrarregional,  puede  ayudar  a  la  implan- 
tacidn  de  nuevas  empresas. 

Pagos.  —  Hay  quienes  consideran  los  pactos  de  convertibilidad  mo- 
netaria  como  un  aliciente  a  la  promocidn  del  comercio  regional.  Hasta 
ahora,  muchos  paises  subdesarrollados  ban  venido  dependiendo  del 
control  de  cambios  (a  la  inversa  de  los  paises  de  Europa  Occidental, 
donde  se  restaurd  la  convertibiUdad  al  ir  aminorando  el  problema  de 
la  escasez  de  ddlares  durante  los  ultimos  anos  de  la  ddcada  1950-1960). 
Como  consecuencia  del  subdesarrollo,  los  paises  subdesarrollados  se 
hallan  en  la  situacidn  comun  de  mucha  demanda  y  poca  oferta  de 
divisas,  con  lo  que  se  presenta  el  caso  de  que  cualquier  utilizacidn  de 
las  divisas  se  ve  regida  por  la  intervencidn  fiscal.  Ahora  bien,  si  de 
esta  forma  se  obtiene  una  utilizacidn  seleccionada  de  las  divisas,  tam- 
bien  es  cierto  que  los  productos  se  ven  privados  del  juego  del  Ubre 
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mercado  en  un  momento  en  que  supuestamente  debiera  prevalecer  una  I 
situacion  de  comercio  mds  activa.  For  lo  tanto,  surge  la  necesidad  de  r 
encontrar  formas  y  maneras  que  impulsen  la  expansion  comercial,  aun 
y  cuando  persistan  dificultades  en  los  pagos.  Quizds  —  citando  una 
ambicion  aparentemente  razonable  —  se  pudiera  impulsar  cierto  volu- 
men  de  comercio  por  otros  caminos  distintos  a  los  acostumbrados.  Des- 
afortimadamente,  cualquier  intentona  global  de  proceder  por  vias  no- 
veles,  se  ve  acosada  por  complicaciones  adicionales  que  emanan  de 
paises  y  regiones  cuya  situacion  es  de  por  si  compleja.  Muchos  son 
de  la  opinidn  que  hay  mayores  esperanzas  si  se  aspira  a  arreglos  mds  ' 
limitados.  Quizds  un  acuerdo  sobre  el  clearing  de  divisas  ofrezca  po- 
sibilidades  prdcticas  de  avance,  aun  y  cuando  el  multilateralismo  mon¬ 
dial  parezca  cosa  inasequible  por  el  momento. 

La  idea  de  fomentar  el  comercio  intrarregional  a  traves  de  conve- 
nios  regionales  de  divisas,  recibid  mucho  aliento  a  raiz  del  estableci- 
miento  de  la  Unidn  Europea  de  Pagos  (UEP)  en  Europa  Occidental 
hace  mds  o  menos  diez  ahos.  En  aquella  epoca,  los  paises  de  Europa 
Occidental  se  encontraban  cortos  de  dolares,  uno  de  cuyos  efectos  con- 
sistid  en  dejar  impagas  cuentas  intemacionales  relacionadas  hasta  con 
el  intercambio  puramente  intrarregional.  Se  pensd  que  los  impedimen- 
tos  o  dificultades  en  los  pagos  comerciales  podrian  aminorarse  por  me¬ 
dio  de  arreglos  monetarios  o  el  clearing  de  divisas  en  una  escala  re¬ 
gional,  y  que  al  mismo  tiempo  podria  acrecentarse  el  intercambio  re¬ 
gional  a  pesar  de  la  persistencia  de  dificultades  en  cuestiones  de  pagos 
entre  la  regidn  y  el  resto  del  mundo.  La  UEP  tuvo  dxito  —  al  menos 
hasta  cierto  punto  —  en  cuanto  a  la  promocidn  del  comercio  intraeuro- 
peo  (ya  que  de  hecho  fortalecid  la  capacidad  econdmica  de  la  regidn 
en  sus  relaciones  comerciales  con  el  resto  del  mundo).  En  vista  del 
dxito  registrado,  habria  de  esperarse  que  el  procedimiento  tuviese  apli- 
cacidn  en  otras  dreas,  incluyendo  las  regiones  subdesarrolladas  cuyo 
indice  de  comercio  intrarregional  habia  sido  tradicionalmente  bajo. 

Habrd  de  apuntarse  que  los  acuerdos  monetarios  tan  solo  encajan 
en  aquellas  situaciones  en  que  los  acuerdos  de  intercambio  gozan  de 
verdadera  justificacidn  (v.  gr.,  consideraciones  de  merito  distintas  a  las 
puramente  monetarias).  En  cuanto  a  las  regiones  subdesarrolladas,  ha- 
remos  bien  en  recordar  que,  la  razdn  bdsica  de  su  escaso  volumen  de 
comercio  intrarregional  habrd  de  encontrarse  en  la  falta  constante  de 
complementacion  econdmica  dentro  de  la  tonica  de  produccion  de  los 
paises  en  cuestion;  y  que  mientras  no  exista  alii  un  producto  con  base 
firme  para  desarrollar  un  intercambio  intrarregional,  se  topard  con  una 
situacidn  que  de  raiz  debUita  el  argumento  en  pro  de  un  clearing  mone- 
tario  destinado  a  facilitar  el  intercambio  intrarregional.  De  esta  forma 
hay  pie  para  esperar  resultados  positives  de  su  implementacidn  en  paises 
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desarrollados  —  como  Europa  Occidental  —  por  ejemplo,  pero  en 
cuanto  a  las  regiones  subdesarrolladas,  el  desenlace  posible  permanece 
en  entredicho.  Esto  es  asi  porque  la  complementacidn  econdmica  ocuixe 
en  el  primero  de  los  casos,  mientras  que  en  el  segundo,  la  realidad 
descubre  una  ausencia  fundamental  del  elemento  de  complementacidn 
econdmica. 

Sin  embargo,  aun  y  cuando  los  convenios  de  clearing  monetario 
ofrezcan  perspectivas  de  magnitud  poco  prometedoras  dentro  del  fu¬ 
ture  cercano,  existen  buenas  razones  para  creer  que  el  crecimiento 
econdmico  a  largo  plazo  (y  la  tdnica  de  comercio  ligada  a  ese  creci¬ 
miento),  se  veria  influenciado  notablemente  por  arreglos  de  esta  natiura- 
leza.  Es  admitido  que  los  arreglos  monetarios  tienden  a  producir  es- 
caso  impacto  en  el  intercambio  mientras  subsista  el  subdesarrollo;  sin 
embargo,  no  podria  negarse  que  tendria  mucha  significacidn  el  que  el 
giro  de  la  produccidn  regional  se  desenvolviese  en  tomo  a  una  comple- 
mentacidn  econdmica.  Es  significative  senalar  la  posibilidad  de  que 
la  adopcidn  de  un  acuerdo  monetario  adecuado  en  una  regidn  subdes- 
arrollada,  aliente  la  fundacidn  de  empresas  que,  al  venir  a  formar  parte 
del  cuadro  general,  pudieran  introducir  en  esa  regidn  el  grade  de  com- 
plementacidn  econdmica  esencial  para  el  sostenimiento  de  un  comercio 
intrarregional  active.  Resumiendo:  aun  y  cuando  un  convenio  moneta¬ 
rio  no  resultase  en  un  rdpido  aumento  en  el  intercambio  regional,  podria, 
por  otro  lado,  producir  un  impacto  de  proporciones  mayores  en  la 
marcha  ascendente  del  desarroUo  econdmico,  pudiendo  atribuirse  bdsi- 
camente  ese  estimulo,  a  los  efectos  saludables  de  ciertos  acuerdos  es- 
peciales  celebrados  con  el  fin  de  calmar  posibles  inquietudes  de  em- 
presarios  preocupados  por  saber  cdmo  y  ddnde  comerciardn  una  futura 
produccidn  cuando  dsta  llega  a  materializarse. 

Consideracidn  general.  —  Al  revisar  la  potencialidad  del  planteamien- 
to  regional  como  medio  de  estimular  el  desarroUo  econdmico,  surgen  los 
puntos  siguientes: 

(1)  El  desarroUo  econdmico  requiere  mayor  produccidn.  Tal  in- 
cremento  en  la  produccidn  requiere  nuevas  empresas.  Algunas  de  estas 
empresas  pueden  crearse  en  forma  mds  econdmica  sobre  bases  regio- 
nales,  que  si  se  las  dejara  a  la  iniciativa  unUateral  de  un  solo  pais. 

(2)  Han  de  esperarse  importantes  ventajas  del  comercio  exterior. 
Los  esfuerzos  para  fomentar  el  intercambio  pueden  ser  de  cardcter 
multiple,  pero  un  planteamiento  —  el  regional  —  es  el  que  cultiva  vincu- 
los  econdmicos  mds  estrechos  entre  paises  vecinos. 

(3)  La  implementacidn  del  planteamiento  de  intercambio  regional 
—  en  el  caso  de  los  paises  subdesarroUados  —  se  ve  obstaculizada  por 
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dos  vallas  principales:  la  falta  de  complementacidn  de  intercambio,  y 
la  debilidad  de  los  mecanismos  de  pagos. 

(4)  A1  final  de  cuentas,  el  crecimiento  del  comercio  intrarregional 
depende  fundamentalmente  de  la  evolucion  de  dos  factores  en  la  si- 
guiente  secuencia:  (a)  una  tdnica  adecuada  en  la  produccidn,  y  (b)  un 
mecanismo  monetario  adecuado.  El  primero,  la  tdnica  de  produccidn 
es  asunto  bdsico. 


'  El  COSO  de  la  America  Latina 

El  planteamiento  regional  que  conjuga  mayor  atractivo  popular  en  el 
fomento  del  progreso  de  los  paises  subdesarrollados  es  aquel  que  toca 
directamente  al  intercambio.  Como  se  habia  dejado  ver  antes,  los  arre- 
glos  de  tipo  regional  ban  estado  levantando  gran  interes  en  las  princi¬ 
pales  regiones  subdesarrolladas.  En  el  caso  de  la  America  Latina,  “el 
movimiento  del  mercado  comun”  se  encuentra  en  una  etapa  avanzada. 
Basados  en  este  antecedente,  convendria  examinar  con  mayor  deteni- 
miento  el  caso  del  planteamiento  regional  utilizando  como  ejemplo  a  la 
America  Latina,  donde,  como  hemos  dicho  antes,  se  ha  adelantado  mds 
en  ese  sentido  que  en  el  resto  de  las  regiones  subdesarrolladas  del 
mundo. 

A  pesar  de  que  por  muchos  anos  se  han  venido  discutiendo  exten- 
samente  los  pros  y  contras  de  convenios  de  intercambio  intrarregional 
en  la  America  Latina,  no  fue  sino  hasta  1958  cuando  se  did  el  primer 
paso  formal  para  poner  en  efecto  un  arreglo  de  esta  natiuraleza.  En 
ese  ano,  se  establecid  el  Area  de  Comercio  Libre  Centroamericano  cuya 
composicidn  habria  de  comprender  cinco  pequenos  paises:  Guatemala, 
Honduras,  El  Salvador,  Costa  Rica  y  Nicaragua.  Seguidamente,  en 
1960,  se  le  confirid  estado  formal  a  im  segundo  y  mds  ambicioso  arreglo, 
el  del  Zona  de  Libre  Comercio  de  America  Latina,  con  la  participacidn 
de  siete  paises,  entre  los  cuales  se  cuentan  algunos  de  los  mds  impor- 
tantes  de  la  regidn:  Argentina,  Brasil,  Chile,  Mdxico,  Paraguay,  Peru 
y  Uruguay. 

De  los  dos  arreglos,  el  mds  importante  es  el  segundo.  No  solamente 
abarcaria  dste  un  mayor  numero  de  paises  latinomericanos  desde  su 
incepcidn,  —  el  Centroamericano  abarca  menos  de  10  millones  de  per¬ 
sonas  y  paises  con  poca  complementacidn  econdmica,  mientras  que  el 
de  la  Zona  Sur  comprende  mds  de  100  millones  de  personas  y  paises 
cuyo  comercio  es  menos  competitivo  por  estar  situado  en  zonas  cdUdas 
y  templadas  —  sino  que  eventualmente  llegaria  a  comprender  a  todos 
los  paises  de  ^onerica  Latina  en  ima  sola  unidad  de  intercambio,  tal 
como  se  preve  especificamente  en  sus  Estatutos.  Tomando  esta  est- 
tructura  de  la  Zona  de  Libre  Comercio  como  punto  de  partida,  pro- 


/ 


El  Desarrollo  Economicx)  a  Traves  del  Regionalismo 


519 


cederemos  a  comentar  los  aspectos  formales  del  movimiento  en  pro 
de  un  mayor  intercambio  intrarregional  en  la  America  Latina. 

1.  Plan.  —  Los  paises  que  se  suman  a  la  Zona  de  Libre  Comercio 
Latinoamericano  acuerdan  un  programa  para  la  remocion  gradual  de 
las  barreras  del  intercambio  mutuo.  Especificamente,  las  barreras  co- 
merciales  ban  de  ser  bajadas  a  intervalos  de  cada  tres  anos  hasta  que 
al  final  de  12  anos  se  llegue  a  una  situacion  de  “libre  comercio.”  A1 
mismo  tiempo  que  se  bajan  las  barreras  al  intercambio  intrarregional, 
los  paises  miembros  siguen  en  libertad  de  aplicar  cualesquiera  condi- 
ciones  que  quieran  a  las  importaciones  de  procedencia  extrarregional. 
En  pocas  palabras,  la  Zona  tiene  por  objectivo  una  “zona  de  libre  co¬ 
mercio”  puramente  regional,  pero  dejando  al  mismo  tiempo  a  los  miem¬ 
bros  en  libertad  de  aumentar  las  restricciones  a  sus  importaciones  de 
procedencia  extrarregional.  Esto  habrd  de  contrastarse  con  el  Merca¬ 
do  Comiin  Europeo,  donde  el  principio  del  “mercado  comun”  reclama 
no  s61o  la  remocidn  de  las  barreras  en  el  intercambio  dentro  de  la  re¬ 
gion,  sino  tambien  la  formulacidn  de  una  estructura  uniforme  en  las  ta- 
rifas  aduaneras  de  cada  uno  de  los  paises  miembros  relativas  a  las 
importaciones  que  proceden  de  lugares  o  paises  no  comprendidos  en 
el  Mercado  Comun. 

2.  Racionalizacidn.  —  La  racionalizacion  sustantiva  de  la  Zona  es 
i  la  de  fomentar  el  desarrollo  econdmico.  Pero  ^que  se  desprende  de  ese 
f  nexo  entre  el  arreglo  regional  de  intercambio  y  el  principio  del  desarrollo 

econdmico? 

[  Dentro  de  las  circunstancias  presentes,  los  paises  de  America  Latina 
I  estdn  altamente  comprometidos  en  la  produccidn  de  materias  primas, 
I  a  la  par  que  todos  los  paises  de  esa  regidn  (a  pesar  de  las  amplias  va- 
-  riantes  que  se  notan  entre  ellos),  sufren  de  una  renta  per  cdpita  baja 
*  comparada  con  la  de  Estados  Unidos  y  la  de  algunos  de  los  paises  des- 

J  arrollados.  Asi  visto  el  problema,  se  llega  a  la  conclusidn  de  que  para 

aumentar  la  renta  hay  que  aumentar  la  produccidn.  Sin  embargo,  una 
mayor  produccidn  (sostenida)  no  depende  tan  solo  de  una  aceleracidn 
en  el  incremento  producido,  sino  de  la  habilidad  de  disponer  ventajo- 
samente  de  los  productos  finales.  Igualmente,  se  obliga  a  las  materias 
primas  a  entrar  en  grado  considerable  por  canales  de  exportacidn  que 
desembocan  en  un  mercado  adverso  a  la  expansidn  (v.  gr.,  confrontan 
condiciones  ineldsticas  en  la  demanda).  Con  ello  tenemos  que,  si  lo 
que  se  tiene  en  mente  es  una  mayor  produccidn  y  una  mayor  renta  per 
cdpita  (bajo  condiciones  de  rdpido  aiunento  demogrdfico),  se  deberd 
I  suplementar  la  produccidn  de  materias  primas  con  una  produccidn  sig- 
nificativamente  aumentada  en  el  nuevo  y  creciente  sector  industrial. 
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Las  nuevas  empresas  industriales  que  se  creasen  pueden  ser  dirigi- 
das  ya  hacia  el  mercado  interne,  ya  hacia  el  mercado  extemo.  En  cuales- 
quiera  de  los  casos,  la  eficiencia  es  un  atributo  deseable  y  necesario. 
Esta  eficiencia,  ademds  de  ser  de  suprema  importancia,  estd  intima- 
mente  ligada  a  la  escala  de  operaciones.  La  escala  econdmica  de  ope- 
raciones  de  las  empresas  de  exportacidn  es,  naturalmente,  una  posibili- 
dad  prdctica  aun  en  la  ausencia  de  arreglos  regionales  de  intercambio 
(ya  que  las  ventas  estdn  ligadas  al  comercio  exterior  y  no  se  hallan 
restringidas  por  las  limitaciones  del  mercado  inmediato).  Sin  embargo, 
en  el  caso  de  empresas  productoras  jie  substitutes  de  importacion,  el 
mercado  domestico  es  el  decisive  —  y  aqui  tenemos  que  un  mercado 
regional  ofrece  mayor  potencial  a  operaciones  en  escala  econdmica 
que  el  mercado  exclusivamente  domestico.  Y,  de  comprobarse  que  las 
industrias  de  exportacidn  no  ofrecen  un  rendimiento  equiparable  a 
les  necesidades  previstas  (por  razones,  digamos,  de  dificultades  en  la 
venta  por  haber  abastecedores  tradicionales  asentados  en  los  mercados 
fuera  de  la  regidn),  entonces  el  punto  focal  se  trasladaria  rdpidamente 
a  empresas  sustitutivas  de  productos  de  importacidn.  De  hecho,  y  como 
se  ha  dicho  repetidamente  (entre  otros,  por  Raul  Prebisch,  el  eminente 
economista  argentine,  quien  es  el  mdximo  paladin  y  mentor  del  “mo- 
vimiento  del  mercado  comun”  en  la  America  Latina),  son  estas  ultimas 
precisamente,  las  industrias  que  habrdn  de  responder  a  la  situacidn  de 
las  regiones  subdesarrolladas.  A  menos  que  se  logre  exito  considerable 
en  la  creacidn  de  empresas  sustitutivas  de  importaciones  (que  pueden 
abrir  camino  a  un  continuado  crecimiento  econdmico),  se  tendrd  que, 
el  desarroUo  econdmico  apenas  si  llegard  a  ser  moderado.  Y,  para  hacer 
posible  el  crecimiento  substancial  de  tales  empresas,  es  absolutamente 
indispensable  que  se  ejecuten  arreglos  de  tipo  regional  que  aseguren 
im  mercado  que  trascienda  los  limites  de  im  solo  pais. 

Asi  pues  (y  generalizando  el  argumento  de  su  aplicabilidad  en  el 
mundo  subdesarrollado),  se  hace  necesario,  como  primer  paso  bdsico 
hacia  el  desarroUo  econdmico,  que  se  registre  una  marcada  expansidn 
en  las  empresas  de  productos  substitutivos  de  importacidn.  Al  mismo 
tiempo,  esas  empresas  necesitan  asegurarse  de  un  mercado  amplio  si 
es  que  se  espera  que  las  operaciones  se  desenvuelvan  en  escala  econd- 
mica.  Al  mismo  tiempo,  ese  mercado  necesario,  generalmente  sdlo  es 
asequible  dentro  de  un  drea  de  varies  paises,  argumento  que  sostiene 
y  sirve  de  base  al  postulado  que  favorece  la  creacidn  de  “una  zona 
de  comercio  hbre”  regional. 

3.  Problemas.  —  Los  arreglos  de  intercambio  regional  no  estdn 
exentos  de  dificultades  en  su  periodo  constitutivo.  Este  hecho,  harto  de- 
mostrado  en  experiencias  tenidas  por  los  paises  desarroUados,  se  re- 
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nueva  en  el  caso  de  la  Zona.  El  problema  central  es  el  de  acatamiento. 
Los  paises  miembros  ban  de  observar  “las  reglas  del  juego.”  No  sola- 
mente  deben  estar  dispuestos  los  paises  miembros  a  aceptar  la  libera- 
lizacidn  del  intercambio  segiin  un  plan  (y  dispuestos  a  efectuar  los 
ajustes  intemos  pertinentes),  sino  que  deben  estar  listos  a  instrumen- 
tar  una  politica  bdsica  de  orden  publico  conducente  a  la  aplicacidn 
del  programa  de  liberalizacidn  del  intercambio.  For  encima  de  todo, 
los  paises  miembros  habrdn  de  coordinar  sus  politicas  monetarias  y  fis- 
cales  para  obtener  la  compatibilidad  necesaria  entre  las  economias  que 
haga  posible  la  aplicacidn  de  un  programa  unificado  propicio  a  la  ex- 
pansidn  econdmica. 

En  la  prdctica,  la  “regia”  bdsica  del  “juego,”  es  que  los  paises  parti- 
cipantes  subordinen  sus  decisiones  particulares  en  el  campo  econdmico 
(politica  de  orden  publica)  a  las  regionales,  a  fin  de  facilitar  las  medi- 
das  del  grupo,  de  las  cuales  se  espera  un  mayor  acrecentamiento  de 
beneficios.  Esa  reorientacidn  en  la  accidn  y  en  el  modo  de  pensar  se 
trata  de  llevar  a  ciabo  bdsicamente,  a  travds  de  un  planteamiento  doble: 
(1)  enfasis  en  la  buena  fe  de  los  miembros,  alentdndolos  a  cumplir  con 
los  compromisos  que  implica  su  participacidn,  y  (2)  facilitar  ayuda  a  los 
miembros  en  momentos  de  dificultades  para  que  puedan  cumplir  sus 
compromisos.  Ceneralizando:  el  organismo  central  que  controle  y  ma- 
neje  la  iniciacidn  y  marcha  del  convenio  regional  debe  contar  con  dos 
cosas:  potestad,  y  dinero.  Potestad  para  hacerse  respetar,  y  dinero 
para  facilitar  su  misidn. 

4.  Objetivo.  —  Tal  y  como  se  ha  expresado  en  lo  que  antecede,  la 
Zona  espera  poder  ayudar  a  promover  el  desarrollo  econdmico.  Muy 
ciertamente  se  puede  decir  que  el  fomento  del  desarrollo  tiene  prece- 
dencia  sobre  la  accidn  de  procurar  un  intercambio  mdximo  inmediato. 
For  ejemplo,  menos  del  15  por  ciento  del  comercio  exterior  de  la  Ame¬ 
rica  Latina  es  a  base  de  comercio  intrarregional  en  la  actualidad  y, 
de  continuar  la  tdnica  presente  de  produccidn  —  con  su  sesgo  hacia  la 
no  complementacidn  de  productos  dentro  de  la  regidn  —  puede  que 
esto  tenga  como  consecuencia  un  volumen  de  intercambio  intrarregio¬ 
nal  relativamente  bajo  en  el  futuro,  ya  sea  que  exista  o  no  un  arreglo 
especial  de  intercambio.  Por  lo  tanto,  si  es  que  se  aspira  de  veras  a  un 
mayor  volumen  en  el  intercambio  intrarregional,  habrd  de  llevarse  a 
cabo  un  cambio  que  produzca  una  mayor  complementacidn.  Tal  cam- 
bio  puede  que  resulte  posible  y  que  de  hecho  se  vea  alentado  por  el 
convenio  de  intercambio  regional  que  se  tenga  a  mano.  De  cualquier 
forma,  es  en  estos  terminos  que  se  desenvuelve  el  argumento  basico 
de  la  Zona. 
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Para  resumir  diremos  que,  tanto  el  exito  como  el  significado  de  los 
acuerdos  regionales  de  intercambio,  estd  ligado  al  desarrollo  economico. 
Su  exito  depende  de  lo  que  se  logre  en  el  campo  del  desarrollo  econ6- 
mico,  el  cual  puede  aumentar  complementariamente  y  facilitar  asi  una 
base  para  el  mejoramiento  del  intercambio.  Su  alcance  depende  de  la 
realizacion  del  desarrollo  econdmico,  ya  que  s61o  en  la  medida  en  que 
se  pueda  producir  un  cambio  en  la  tdnica  de  la  produccion  podrd  re- 
gistrarse  un  verdadero  impacto. 

5.  Limite  de  la  amplitud  del  nucleo  de  intercambio.  —  Inicialmente, 
la  Zona  habria  de  constar  de  siete  miembros.  Sin  embargo,  se  espera 
que  eventualmente  la  integren  todos  los  paises  de  la  America  Latina. 
Al  mismo  tiempo  se  espera  que  su  composicion  sea  exclusivamente  la- 
tinoamericana.  La  participacidn  de  Estados  Unidos,  por  ejemplo,  que- 
d6  especificamente  descartada,  de  suerte  que  la  idea  de  un  Mercado 
Comiin  de  todo  el  Hemisferio  Occidental  no  ha  sido  siquiera  consi- 
derada. 

La  meta  del  nucleo  de  intercambio  totalmente  latinoamericano  es 
la  de  promover  los  intereses  de  una  entidad  economica  latinoamericana. 
De  hecho,  los  esfuerzos  que  se  realizan  estdn  hechos  en  termino  al  for- 
talecimiento  de  la  economia  de  America  Latina  vis-d-vis  la  fortaleza 
econdmica  de  regiones  extralatinoamericanas  existentes,  como  la  de  Es¬ 
tados  Unidos,  por  ejemplo.  En  el  caso  de  que  los  Estados  Unidos  viniese 
a  formar  parte  del  nucleo  de  intercambio  de  America  Latina,  su  pre- 
sencia  (por  su  estado  econdmico  avanzado  que  lo  coloca  en  una  posicidn 
complementaria  comercialmente  con  la  America  Latina),  tenderia  a 
congelar  el  status  quo  de  esa  regidn  en  vez  de  ayudar  a  cambiarlo.  Con 
este  hecho  vital  en  juego,  no  deberd  sorprendemos  que  el  punto  de 
vista  latinoamericano  favorezca  un  convenio  de  intercambio  exclusiva¬ 
mente  latinoamericano. 

Sus  implicaciones  para  Estados  Unidos 

^Que  implicaciones  tiene  para  Estados  Unidos  el  movimiento  re- 
gionalista  que  se  registra  en  el  mundo  subdesarrollado?  En  terminos 
generales,  se  podria  decir  que  las  medidas  que  tomen  esas  regiones 
para  mejorar  su  condicidn  econdmica  (y  por  ende  la  del  mundo),  be- 
neficiarian  tambien  a  los  Estados  Unidos.  Especificamente,  al  mejorar 
la  condicidn  econdmica  de  las  regiones  subdesarrolladas,  podria  tener 
por  consecuencia  una  distensidn  en  las  pugnas  del  mundo,  y  podria 
tambien,  generar  un  impacto  beneficioso  en  el  comercio  exterior  en 
general.  Por  lo  tanto,  y  tal  como  se  sostiene  en  este  trabajo,  si  el 
enfoque  regional  puede  ayudar  a  la  promocidn  del  desarrollo  econd- 
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mico,  es  de  esperarse  que  Estados  Unidos  se  sienta  predispuesto  en  su 
favor. 

Lo  antedicho  bastaria  como  contestacidn  en  terminos  de  mucha  am- 
plitud.  Pero,  sobre  particulares,  ^que?  Por  ejemplo,  ^como  reconcilia- 
ria  Estados  Unidos  una  actitud  en  pro  de  “confederaciones  economicas 
regionales”  con  su  vieja  posicidn  de  que  la  meta  adecuada  debe  ser  un 
multilateralismo  tajante?  Tambien  habria  que  responder  a  la  incognita 
de  ^c6mo  reaccionarian  las  empresas  norteamericanas,  dado  el  tipo 
de  intereses  particulares  que  sustentan?  Estas  dos  preguntas  reiinen 
suficiente  importancia  para  meritar  un  comentario  especial. 

1.  Multilateralismo  vs.  regionalismo.  —  Histdricamente,  el  gobiemo 
de  Estados  Unidos  ha  mantenido  la  politica  de  que  el  multilateralismo 
debe  ser  la  meta  no  solo  de  este  pais  sino  la  del  mimdo  entero.  Esta 
posicion  indudablemente  estd  basada  en  un  concepto  de  interes  propio, 
y  especificamente,  en  la  necesidad  de  disponer  de  mds  mercados  para 
la  exportacidn  y  mds  salida  para  las  inversiones  norteamericanas.  En 
el  terreno  de  los  hechos,  naturalmente,  este  pais  no  siempre  ha  prac- 
ticado  lo  que  predica  al  respecto  (ndtese,  por  ejemplo,  el  repetido  re- 
curso  a  medidas  varias  de  proteccionismo:  "cldusulas  de  escape”  en 
las  concesiones  arancelarias,  provisiones  adjuntas  a  los  convenios  de 
prestamos  que  se  conceden,  etc.)  No  obstante  estas  desviaciones  apa- 
rentes  de  una  politica  sostenida,  este  pais  ha  dejado  sentado  un  con¬ 
siderable  historial  de  liberalizacion  desde  los  dias  de  la  Gran  Crisis. 

Una  vez  difundida  la  idea  de  que  determinados  problemas  deben 
tratarse  por  el  planteamiento  regional  (como  en  el  caso  de  la  promocidn 
del  intercambio  y  los  arreglos  de  pagos),  surgid  la  cuestion  de  c6mo 
habria  de  reaccionar  este  pais.  ^Habria  de  sancionar  el  nuevo  plan¬ 
teamiento  y  olvidarse  del  multilateralismo,  o  habria  de  endosarlo  en 
ciertos  casos  especificos,  en  la  esperanza  de  que  a  la  postre  esas  me¬ 
didas  resultasen  compatibles  con  H  meta  preeminente  del  multilatera¬ 
lismo?  Despues  de  un  periodo  que  reflejo  franca  indecisidn,  Estados 
Unidos  empezd  a  darle  una  aprobacidn  selectiva  al  regionalismo  —  pri- 
mero  en  Europa  Occidental  en  lo  tocante  a  ciertas  medidas  inspiradas 
por  el  Plan  Marshall,  y  despues,  a  toda  una  serie  de  medidas  aplicables 
en  el  mundo  subdesarrollado. 

^Cdmo  habria  de  racionalizar  Estados  Unidos  siquiera  esa  aproba¬ 
cidn  limitada  del  regionalismo?  Bdsicamente,  el  raciocinio  se  apoyd  en 
tres  consideraciones  principales,  a  saber:  el  convencimiento  de  que 
ciertos  obstdculos  de  dimensiones  formidables  hacian  impractico  el  sos- 
tener  una  tesis  multilateral  inflexible;  la  creencia  de  que  en  lo  tocante 
a  ciertos  problemas  especificos  que  justificaban  atencidn  inmediata,  el 
planteamiento  regional  ofrecia  posibilidades;  y,  la  esperanza  de  que 
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deltas  prdcticas  regionalistas  momentdneamente  en  uso  no  llegarian 
a  entorpecer  la  implantaci6n  del  multilateralismo  en  un  future  mds 
propicio.  Asi  pues,  el  planteamiento  regional  ha  recibido  aceptacidn 
s61o  en  cuanto  a  lo  que  sea  capaz  de  rendir  dentro  de  un  future  cer- 
cano;  mientras  tanto,  el  multilateralismo  sigue  siendo  la  meta  a  largo 
plazo  de  la  politica  econdmica  exterior  norteamericana.  A  todo  esto, 
naturalmente,  hubiera  side  posible  la  aparicidn  del  regionalismo  econd- 
mico  aun  sin  la  sancidn  de  Estados  Unidos,  en  cuyo  case  la  cordura 
hubiera  aconsejado  su  sancidn  nominal  y  la  convivencia. 

Asi  pues,  Estados  Unidos  sigue,  en  principio,  comprometido  al  prin- 
cipio  del  multilateralismo.  Ahora  bien,  y  por  circunstancias  prevalentes 
que  no  favorecen  al  multilaterahsmo  tajante,  este  pais  se  siente  obligado 
a  contentarse  con  algo  menos,  mientras  se  aferra  a  la  esperanza  de  que 
al  final  im  mayor  multilateralismo  probard  ser  lo  adecuado.  Este  es  el 
razonamiento  que  hace  posible  la  sancidn  y  apoyo  otorgados  a  los 
acuerdos  regionales  por  el  memento.  Aunque  no  seria  imposible  que 
Estados  Unidos  endosase  los  acuerdos  regionales,  su  interds  estd  en 
asegurarse  de  que  su  propia  posicidn  econdmica  en  el  contexto  intema- 
cional  no  se  vea  especificamente  perjudicada.  Por  ejemplo,  Estados 
Unidos  insiste  en  que  las  prdcticas  iniciadas  por  los  convenios  intra- 
rregionales  no  violen  el  cddigo  de  conducta  sentado  por  el  GATT 
(Acuerdo  General  sobre  Tarifas  y  Comercio).  En  terminos  prdcticos 
esto  significa  que  Estados  Unidos  trata  de  evitar  procedimientos  en  el 
mercado  que  eventualmente  discriminen  en  contra  de  las  exportaciones 
norteamericanas  en  el  mercado  intemacional. 

2.  Mercados  y  compete,  'na.  —  En  esencia,  los  mercados  comunes  y 
las  zonas  de  comercio  hbre  entranan  bloques  de  intercambio.  A  me- 
dida  que  surgen  los  bloques  comerciales  ^en  qud  forma  se  ven  afecta- 
dos  los  negocios  norteamericanos,  y  que  optardn  por  hacer  sobre  el 
particular. 

Como  se  ha  insinuado  antes,  el  fin  fundamental  de  los  acuerdos  re¬ 
gionales  (y  los  acuerdos  de  pagos  que  los  sostienen)  en  las  dreas  sub- 
desarrolladas,  es  el  de  promover  el  intercambio  intrarregional,  lo  que 
se  procura  a  traves  de  una  evolucidn  creciente  de  la  complementacidn 
economica  de  la  regidn.  La  contrapartida  de  una  mayor  unificacion 
regional  es  la  de  producir  una  alteracidn  en  el  balance  relative  de  la 
region  unificada  con  las  regiones  ya  desarrolladas.  Los  economistas 
expertos  en  comercio  exterior  por  lo  general  sostienen  que  la  altera- 
cion  citada  en  el  ambiente  econdmico,  no  ha  de  perjudicar  necesaria- 
mente  a  ningun  pais;  o  especificamente,  que  el  desarrollo  de  las  re¬ 
giones  subdesarrolladas  no  tiene  por  que  afectar  adversamente  la  eco- 
nomia  de  los  paises  desarroUados,  con  tal  de  que  estos  esten  dispuestos 
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a  implimentar  reajustes  (v.  gr.,  todos  los  paises  pueden  mejorar  al  ha- 
cerse  general  un  mayor  volumen  en  el  comercio  y  la  produccion,  y  al 
registrarse  un  cambio  de  composicion). 

Aunque  se  admita  que  ninguna  economia  avanzada  ha  de  sufrir 
mientras  est4  dispuesta  a  ajustarse  a  la  nueva  situacion,  permanece  el 
hecho  de  que  el  proceso  de  reajuste  afecta  individualmente  a  firmas 
espectficas.  Algunas  firmas  podrian  experimentar  avances  en  el  proce¬ 
so  de  ajuste,  mientras  que  otras  —  independientemente  del  impacto  ge¬ 
neral  sobre  la  economia  global  —  sufririan  contracciones.  For  lo  tanto, 
cada  firma  se  veria  obligada  a  sopesar  su  propia  situacidn  relativa  al 
ambiente  de  desenvolvimiento. 

Es  de  notar  que  ciertas  firmas,  que  dependen  grandemente  de  ex- 
portaciones  a  regiones  en  periodo  de  unificacion,  puede  que  encuentren 
ventajoso  el  preparar  cambios  relatives  a  la  radicacidn  de  la  empresa 
productora.  Elaborando  el  punto  diremos  que,  si  el  desenvolvimiento 
de  un  mercado  comun  o  zona  de  comercio  libre  amenaza  el  mercado 
de  una  firma  establecida  en  un  pais  desarrollado,  la  firma  puede  que  en- 
cuentre  que  su  mejor  proteccion  e  interes  radican  en  establecer  su 
produccion  dentro  de  ese  mercado  comun  o  zona  de  comercio  libre. 
Es  asi  como  acuerdos  regionales  pueden  provocar  una  mayor  inversidn 
extranjera  dentro  de  su  esfera.  De  hecho,  puede  que  la  suave  presi6n 
coercitiva  que  se  opera  por  medio  de  un  nuevo  tipo  de  barrera  co- 
mercial,  obtenga  lo  que  no  consiguieron  las  meras  exortaciones. 
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AGRICULTURAL  DISPOSALS  AS 
FOREIGN  AID:  AN  APPRAISAL 


C.  W.  Hultman 

The  United  States  Government,  over  the  past  several  years,  has 
endeavored  to  utilize  its  abundance  of  agricultural  commodities  for  the 
promotion  of  economic  development  in  certain  foreign  locales.  The 
disposal  of  siuplus  food  and  fiber  products  piurportedly  serves  the  dual 
purpose  of  alleviation  of  domestic  over-production  and  assistance  to 
underdeveloped  countries  engaged  in  a  struggle  for  economic  advance¬ 
ment.  The  two  programs  which  attempt  an  integration  of  surplus  dis¬ 
posal  with  foreign  economic  assistance  are  Section  402  of  the  Mutual 
Secmity  Act  and  the  Agricultural  Trade  Development  and  Assistance 
Act  (PL  480). 

From  their  very  inception,  the  disposal  programs  have  evoked  a 
chorus  of  both  acclamation  and  condemnation  in  domestic  and  foreign 
quarters.  Advocates  of  Section  402  and  PL  480  have  hailed  these  tech¬ 
niques  as  capable  of  substantial  contribution  to  economic  advancement 
of  underdeveloped  countries  and  hence  as  meritorious  in  this  country’s 
foreign-relation  efforts;  critics  of  the  programs  are  prone  to  see  foreign 
agricultural  surplus  disposal  as  an  instrument  to  alleviate  a  domestic 
situation  even  to  the  extent  of  proving  injurious  to  United  States  in¬ 
terests  in  the  international  economy.  The  present  study  seeks  to  clarify 
this  controversy;  the  central  question  at  issue  is:  Do  the  agricultural 
disposals  embodied  in  Section  402  and  PL  480  constitute  an  effective 
form  of  economic  assistance  to  underdeveloped  areas  and  also  promote 
United  States’  foreign-policy  objectives?  Examination  of  the  central 
question  will  proceed  in  the  following  manner;  (1)  origin  and  descrip¬ 
tion  of  disposal  programs;  (2)  the  alleged  benefits  of  surplus  disposal; 
(3)  criticisms  of  surplus  disposal;  and,  (4)  conclusions  and  alternatives. 

Origin  and  Description  of  Disposal  Programs 

As  part  of  an  overall  effort  at  mutual  security,  the  United  States 
government  in  recent  years  has  committed  itself  to  a  program  of  foreign 
assistance  to  promote  the  military  and  economic  strength  of  allied 
countries.  Such  economic  growth  has  been  deemed  essential  to  foster 
this  coimtry’s  efforts  in  attainment  of  political-military  objectives. 
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Totally  apart  from  assistance  in  the  foreign  sphere,  the  United  States 
Government  has  directed  action  toward  assistance  in  a  domestic  prob¬ 
lem  area  —  the  agricultural  sector;  this  action  has  primarily  taken 
the  form  of  “price-supports”  for  certain  agricultural  products.  The  sup¬ 
port  of  prices  above  the  “free-market”  level  has  obligated  the  Govern¬ 
ment  to  withdraw  particular  agricultural  commodities  from  the  domes¬ 
tic  market.  In  the  course  of  operations,  the  Government  found  itself 
with  a  growing  stock  of  agricultural  commodities  —  a  stock  which 
proved  troublesome.  Accordingly,  the  question  of  ultimate  disposition 
of  such  surpluses  came  to  be  posed. 

In  the  meantime,  world  political  relations  deteriorated  and  United 
States  economic  assistance  to  underdeveloped  areas  was  accelerated. 
At  this  juncture  agricultural  disposal  and  foreign  aid  came  to  be  linked; 
specifically,  the  effort  to  assist  underdeveloped  areas  was  viewed  as  a 
possible  outlet  for  surplus  commodities. 

Although  the  United  States  has  derived  a  variety  of  techniques  to 
dispose  of  an  ever-growing  accumulation  of  food  and  fiber  products, 
the  two  most  recent  and  novel  programs  which  attempt  an  integra¬ 
tion  with  foreign  economic  assistance  to  underdeveloped  areas  are 
Section  402  and  PL  480,  the  latter  consisting  of  Titles  I,  II,  and  III. 
Both  Section  402  of  the  MSA  and  Title  I  of  PL  480  authorize  the  ex¬ 
change  of  surplus  agricultural  commodities  for  the  local  currencies 
of  certain  foreign  countries;  most  of  the  accumulated  currency  is  then 
employed  in  the  purchasing  country  for  developmental  purposes.  Titles 
II  and  III  of  PL  480  authorize  the  donation  of  surplus  commodities  to 
alleviate  malnutrition,  starvation  and  emergency  disaster.^ 

As  shown  in  the  following  table,  agricultural  exports  under  Title  I 
are  becoming  increasingly  important;  indeed,  it  is  at  present  the  major 
disposal  device.  Additionally,  aggregate  shipments  under  Section  402 
and  PL  480  represent  a  substantial  share  of  this  country’s  total  agri¬ 
cultural  exports. 

Although  both  Section  402  and  PL  480  facilitate  the  exportation  of 
food  and  fiber  products,  the  impact  of  each  varies  because  of  a  basic 
underlying  difference.  The  significant  difference  between  the  two  pro¬ 
grams  is  that  Section  402  sales  are  conducted  within  the  balance  of 
payments  configuration  while  PL  480  transactions  occur  outside  the 

'  The  major  difference  between  Titles  II  and  III,  both  authorizing  donations 
of  surplus  agricultural  products,  is  that  Title  II  grants  are  conducted  under  govern¬ 
mental  supervision,  whereas  Title  III  operations  are  carried  on  primarily  through 
non-govemmental  voluntary  agencies,  e.g.,  CARE,  Lutheran  World  Relief,  etc. 
Additionally,  Title  III  provides  for  the  direct  barter  of  surplus  products,  but  this 
operation  is  in  no  way  associated  with  the  aid  program. 
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balance  of  payments  configuration.  In  essence.  Section  402  sales  re¬ 
place  “normal”  United  States  sales;  PL  480  operations  are  restricted 
to  “above-normal”  transactions. 


Agricultural  Exports  Under  Selected  Government  Programs, 
Fiscal  Years  J955-J960* 

(in  millions  of  dollars) 


1955 

1956 

1957 

1958 

1959 

i960 

Sect.  402  (MSA)  loc.  cur.  sales 

443 

348 

284 

205 

210 

162 

Title  I  (PL  480)  loc.  cur.  sales 

73 

439 

909 

660 

730 

815 

Title  II  (PL  480)  donations 

83 

91 

88 

92 

56 

65 

Title  III  (PL  4^)  donations 

Total  agricultural  exports  (includes 

135 

184 

165 

173 

132 

107 

all  gov’t,  programs  and  dollar  sales) 

3144 

3496 

4728 

4002 

3719 

4515 

•  At  export  market  value. 

Source:  The  Twelfth  Semiannual  Report  on  Activities  Carried  on  Under  PubUo 
Law  480,  83rd  Congress,  As  Amended,  Government  Printing  Office,  I960;  Foreign 
Agricultural  Circular,  June  30,  1960,  and  other  Department  of  Agriculture  Reports. 

The  Alleged  Benefits 

The  possible  benefits  which  accrue  from  surplus  agricultural  dis¬ 
posal  through  Section  402  and  PL  480  can  be  categorized  under  three 
major  headings:  Surplus  commodities  to  (1)  free  foreign  exchange  for 
alternative  imports,  (2)  generate  local  currency  for  economic  develop¬ 
ment,  and,  (3)  afford  a  fuller  utilization  of  the  labor  force. 

Agricultural  commodities  to  release  foreign  exchange.  —  A  major 
obstacle  to  the  economic  advancement  of  underdeveloped  areas  is  a  lack 
of  foreign  exchange,  which  exchange  is  essential  for  necessary  capital 
imports.  A  typical  situation  in  the  underdeveloped  countries,  stemming 
from  their  present  state  of  growth,  is  an  incapacity  to  manufacture 
machinery,  equipment,  and  other  capital  items  vital  for  economic  ad¬ 
vancement  Also  typical,  due  to  the  nature  of  past  production  pat¬ 
terns,  is  a  difficulty  encountered  in  expansion  of  exports  and  exchange 
earnings.  Related  to  both  is  the  inabUity  to  attract  a  large  volume 
of  foreign  investment.  Thus,  for  many  underdeveloped  countries  the 
customary  paths  to  capital  formation  for  fulfillment  of  developmental 
requirements  appear  blocked.  Essentially  then,  to  expand  productive 
capacity,  a  unique  method  of  financing  is  imperative. 

In  view  of  the  foregoing,  the  United  States  has  instituted  methods 
whereby  certain  foreign  countries  can  secure  additional  quantities  of 
foreign  exchange.  It  is  alleged  that  the  surplus  disposal  programs,  by 
making  agricultural  commodities  available  as  grants  or  in  exchange  for 
local  currencies,  help  participating  countries  by  freeing  scarce  foreign 
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exchange  which  is  then  usable  for  alternative  forms  of  imports.  In 
reality,  only  Section  402,  which  provides  for  sales  to  replace  usual  com¬ 
mercial  imports,  can  accomplish  this  purpose.  By  implementing  normal 
marketing  requirements.  Section  402  sales  afford  a  method  of  obtain¬ 
ing  food  and  fiber  products  without  relinquishing  foreign  exchange. 
PL  480,  permitting  imports  only  in  excess  of  usual  purchases,  fails  to 
release  foreign  exchange;  before  a  country  can  become  eligible  for 
PL  480  benefits,  it  must  have  acquired  its  customary  volume  of  agri¬ 
cultural  imports. 

Generation  of  local  currency  for  development.  —  A  second  argument 
advanced  in  behalf  of  agricultural  disposals  for  promotion  of  economic 
development  is  that  such  transactions  amass  local  currencies  which  can 
be  employed  to  direct  resources  in  a  desirable  manner  and  hence  ac¬ 
celerate  the  tempo  of  economic  growth.  While  this  argument  does 
contain  an  element  of  truth,  it  frequently  is  misused,  becomes  mislead¬ 
ing,  and  accordingly,  perhaps  is  incorrect.  Whereas  Section  402  and 
Title  I  (PL  480)  sales  do  amass  local  currencies,  part  of  which  is  avail¬ 
able  to  participating  countries,  a  question  arises  as  to  the  actual  value 
of  the  currencies  in  developmental  programs.  The  major  value  of  the 
accumulated  funds  is  that  they  can  be  employed  to  command  existing 
resources  within  the  host  country  in  a  suitable  fashion  —  a  factor 
which  is  certainly  significant  in  view  of  existing  monetary  and  fiscal 
structures. 

The  ability  to  direct  domestic  factors  of  production  is,  at  the  same 
time,  the  major  limitation  of  such  currencies;  the  crucial  fact  is  that 
these  are  inconvertible  cmrencies  and  therefore  are  in  no  way  capable 
of  providing  access  to  external  resources.  If  external  resources  are 
needed,  which  is  generally  the  case,  then  the  local  currencies  are  truly 
valueless. 

Surpluses  to  free  workers  for  other  occupa*'Ons.  —  Agricultural  dis¬ 
posals  have  also  come  to  be  justified  on  grounds  that  if  a  variety  of 
foodstuffs  is  available  to  a  population  as  a  substitute  for  domestically 
produced  items,  then  a  part  of  the  labor  force  can  be  released  from 
agricultural  occupations  for  employment  in  other  industries,  presum¬ 
ably  those  industries  which  would  prove  most  productive  in  view  of 
existing  states  of  growth.  Scarce  resources  are  thus  freed  for  alternative 
uses. 

The  validity  of  this  argument  rests  on  the  premises  pertinent  to  the 
recipient  nation;  based  on  the  premise  that  full  employment  prevails, 
obviously  agricultural  disposals  can  serve  the  required  function  of  releas¬ 
ing  labor  for  industrial  projects. 
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If,  however,  the  assumption  is  made  that  unemployment  or  under¬ 
employment  exists  in  the  underdeveloped  areas  —  perhaps  a  more  reaUs- 
tic  assumption  —  the  receipt  of  food  and  fiber  commodities  from  ex¬ 
ternal  sources  is  not  an  indispensable  condition  for  diversion  of  the 
labor  force.  Those  workers  at  present  unemployed,  and  part  of  those 
workers  occupied  in  regions  of  imderemployment,  could  be  transferred 
into  more  productive  pursuits  without  a  decline  in  total  agricultural 
output. 

Notwithstanding  the  foregoing,  a  case  can  be  made  for  agricultural 
disposals  supporting  development  through  a  fuller  utilization  of  the 
labor  force  even  in  event  of  unemployment  or  underemployment  in 
host  countries.  First,  agricultural  disposals  can  mitigate  a  distribution 
problem;  those  workers  remaining  in  the  agricultural  sector  may  be 
unwilling  to  relinquish  foodstuffs  for  that  portion  of  the  population 
engaged  in  other  pursuits.  Second,  commodity  imports  can  restrain 
marked  inflation  as  workers  are  transferred  to  new  industries  —  in¬ 
dustries  which  create  income  but  for  a  time  fail  to  provide  a  market¬ 
able  product.  Agricultural  disposals  furnish  a  salable  commodity  with¬ 
out  a  concurrent  creation  of  income  and  hence  can  be  useful  in  pre¬ 
venting  rapid  price  rises.  Third,  additional  agricultural  commodity  im¬ 
ports  can  serve  to  promote  a  more  productive  labor  force  through  al¬ 
leviation  of  malnutrition  and  starvation;  poorly-fed  workers  cannot 
operate  at  peak  efficiency.  In  reality,  only  Titles  II  and  III  of  PL  480 
(grants  and  donations)  prove  beneficial  in  this  respect.  Section  402 
and  Title  I  transactions  occur  through  normal  market  channels  and 
accordingly  would  be  of  little  value;  if  a  segment  of  the  labor  force 
is  undernourished  it  is  also  unlikely  to  possess  the  wherewithal  to 
purchase  additional  quantities  of  foodstuffs  in  commercial  markets. 
Grants  and  donations  as  authorized  by  Titles  II  and  III  would  be  the 
only  remedy  in  this  instance. 

In  summary,  agricultural  disposals  do  accord  certain  benefits  to  re¬ 
cipient  countries.  Despite  this,  it  must  be  recognized  that  neither  agri¬ 
cultural  commodities,  nor  the  local  currencies  generated  by  their  sale, 
offer  the  crucial  ingredients  for  developmental  efforts;  accordingly,  sur¬ 
plus  disposals  can,  at  best,  be  termed  a  supplement  to,  not  an  adequate 
substitute  for,  other  forms  of  aid. 

The  Criticisms 

Granted  that  certain  benefits  accrue  from  surplus  disposals,  certain 
hazards  are  also  present  which  merit  attention.  The  dangers  which 
accompany  disposal  operations  are  frequently  disregarded  in  the  quest 
for  action  which  will  reduce  the  stock  of  surplus  agricultural  products. 
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The  accompanying  perils  may  be  categorized  under  four  major  head¬ 
ings;  (1)  distortion  of  world  trade;  (2)  interference  with  production  in 
recipient  countries;  (3)  local  currency  accumulations;  and,  (4)  balance 
of  payments  problems. 

Distortion  of  world  trade.  —  A  persistent  criticism  of  the  United 
States  disposal  programs  is  that  operations  interfere  with  export  markets 
of  other  agricultural  producing  countries  which  are  then  deprived  of 
an  important  source  of  foreign  exchange  earnings.  Most  of  the  criti¬ 
cism  is  leveled  at  PL  480  activities,  since  it  accommodates  “above-nor¬ 
mal”  transactions;  Section  402  merely  replaces  normal  United  States 
commercial  sales. 

A  recent  amendment  to  PL  480  was  designed  to  placate  other  ex¬ 
porting  countries;  presently,  reasonable  precautions  must  be  taken  to 
assure  that  transactions  under  the  Act  will  not  “unduly  disrupt  normal 
patterns  of  commercial  trade  with  friendly  countries.”  In  compliance 
with  this  provision,  the  United  States  Government  establishes  “global 
marketing  requirements.”  To  be  eligible  for  PL  480  commodities,  pros¬ 
pective  recipients  must  agree  to  purchase  die  “usual  requirements”  of 
agricultural  imports  from  the  United  States  and  all  other  friendly  ex¬ 
porting  countries.  Usual  requirements  are  based  on  a  historical  period 
of  from  three  to  five  years. 

While  this  provision  appears  on  the  surface  to  protect  the  interests 
of  other  exporting  areas,  in  reality,  based  on  an  increasing  volume  of 
world  trade,  it  is  misleading.  Merely  requiring  recipient  countries  to 
maintain  usual  commercial  imports  permits  the  United  States  to  absorb 
the  entire  amount  of  expanded  agricultural  markets.  Indeed,  in  view 
of  the  ease  with  which  additional  imports  can  be  prociu-ed  from  the 
United  States,  other  exporting  countries  are  precluded  from  sharing 
in  a  growing  market  for  such  commodities.  Various  countries  of  the 
Western  Hemisphere  which  depend  upon  agricultural  exports  as  a 
soiuce  of  exchange  receipts  have  viewed  United  States  disposal  opera¬ 
tions  with  disfavor;  these  include  Argentina,  Canada,  Mexico,  and 
Peru.  Literature  and  proceedings  of  various  international  organizations, 
which  abound  with  disapproval  of  United  States  disposal  activity,  sug¬ 
gest  that  such  action  is  not  of  minor  political  and  economic  significance. 

Interference  with  production  in  recipient  countries.  —  A  second 
possible  disadvantage  associated  with  agricultural  disposals  is  that  the 
operations  may  disrupt  the  production  of  similar  or  substitute  commo¬ 
dities  within  the  recipient  country.  Again,  the  criticism  is  directed  prim¬ 
arily  at  PL  480  which  requires  that  imports  exceed  usual  purchases; 
Section  402  replaces  usual  imports  and  hence  would  already  be  neces¬ 
sarily  absorbed  within  an  economy. 
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The  danger  is  that  in  the  absorption  of  additional  quantities  of  food 
and  fiber  commodities  within  an  economy,  prices  of  such  commodities 
will  not  follow  the  general  trend  of  prices  and  hence  the  production 
of  competitive  or  substitute  items  will  be  discouraged.  Marginal  land 
which  would  otherwise  be  devoted  to  agriculture  may  remain  idle 
because  of  the  lack  of  sufficient  monetary  rewards.  If  PL  480  dis¬ 
courages  agricultural  progress  within  the  recipient  country,  this  dis¬ 
advantage  may  outweigh  other  potential  benefits. 

Accumulations  of  local  currency.  —  As  intimated  previously,  the  local 
currencies  generated  by  Section  402  and  PL  480  sales  provide  command 
over  internal  resources  and  hence  lend  a  degree  of  assistance  in  develop¬ 
ment  programs.  A  large  portion  of  the  amassed  currency  is  made  avail¬ 
able  in  the  form  of  loans  and  grants  to  host  governments  and  loans  to 
private  enterprise.  However,  the  existence  of  such  currencies  is  not 
an  unqualified  blessing;  certain  possible  hazards  warrant  examination. 

In  the  first  instance,  the  presence  of  unused  United  States-owned 
local  currencies  may  intensify  pressures  within  the  U.  S.  to  reduce, 
or  even  terminate,  dollar  aid.  Generally,  a  time  lag  prevails  between 
the  receipt  and  actual  use  of  currencies.  The  time  lag  can  occur  for  a 
number  of  reasons;  agreement  on  the  specific  nature  of  projects  to  be 
undertaken  may  be  difficult;  additional  planning  may  also  be  essential. 
Indeed,  in  many  instances,  in  light  of  marked  inflation,  the  best  use  of 
such  currency  may  be  no  use  at  all. 

Due  to  the  foregoing  reasons,  a  portion  of  the  funds  frequently  re¬ 
mains  inactive  for  a  time.  Accordingly  in  some  domestic  quarters  the 
question  arises:  Why  extend  dollar  aid  when  there  already  exist  un¬ 
used  balances  of  United  States-owned  local  currencies?  Obviously  such 
a  query  reflects  a  failure  to  recognize  the  difference  between  local  cur¬ 
rency  and  foreign  exchange.  It  must  be  emphasized  that  these  monies 
are  inconvertible  —  they  cannot  be  utilized  to  acquire  additional  ex¬ 
ternal  resoiuces. 

A  second  undesirable  feature  is  that  huge  holdings  of  United  States- 
owned  currencies  might  induce  tension  within  the  host  countries.  Many 
of  the  underdeveloped  countries  have  only  recently  been  liberated  from 
colonial  domination,  and  hence  may  strongly  resent  continued  United 
States’  ownership  of  a  large  portion  of  local  currency  and  the  related 
interference  in  domestic  affairs. 

The  above  perils  become  more  apparent  when  it  is  recognized  that 
local  currencies  accumulate  not  only  as  surplus  commodities  are  sold, 
but  also  as  Title  I  loans  to  private  firms  and  foreign  governments  are 
repaid  to  the  United  States.  One  study  revealed  that  from  $37  to  $54 
billion  worth  of  PL  480  currencies  will  have  accumulated  by  the  end 
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of  this  century.2  Section  402  avoids  most  of  the  risk  associated  with 
the  above  problems  since  virtually  all  currency  is  granted  to  the  pur¬ 
chasing  country. 

Balance  of  payments  implications.  —  Most  underdeveloped  countries 
are  presently  suffering  from  balance  of  payments  difficulties;  at  exist¬ 
ing  exchange  rates,  foreign  excharge  earnings  are  insufficient  to  cover 
desired  import  obligations.  Both  Section  402  and  PL  480  are  designed, 
in  part  at  least,  to  furnish  temporary  assistance  to  host  countries  in  at¬ 
taining  external  balance  through  the  provision  of  agricultural  commo¬ 
dities  in  exchange  for  domestic  currencies. 

The  danger  inherent  in  both  programs  is  that  by  receiving  com¬ 
modities  on  easy  terms,  recipient  countries  are  permitted  to  consume 
beyond  their  means.  Host  countries  are,  in  fact,  encouraged  to  be¬ 
come  increasingly-dependent  upon  the  United  States  as  a  source  of  food 
and  fiber  products.  With  PL  480,  especially,  emphasis  is  on  surplus 
removal.  In  the  first  instance,  PL  480  requires  that  a  portion  of  the 
currency  accumulated  from  sales  be  devoted  to  market  promotion  for 
United  States  agricultural  commodities.  Second,  though  a  share  of  local 
currency  is  available  as  loans  for  economic  development,  loans  can  not 
be  extended  for  assistance  in  production  of  agricultural  commodities 
within  the  host  country  which  presently  are  or  may  reasonably  be  ex¬ 
pected  to  be  in  surplus  supply. 

In  view  of  the  increased  reliance  upon  the  United  States  as  a  source 
of  foodstuffs,  the  impact  on  the  balance  of  payments  of  host  countries 
would  be  extremely  severe  in  event  of  termination  of  disposal  operations. 
Appetites  will  have  been  aroused  which  may  be  difficult  to  satisfy 
when  external  supplies  are  not  forthcoming.  It  is  thus  essential  for 
participating  countries  to  recognize  that  the  disposal  programs  may 
be  terminated  and  accordingly  devise  plans  for  this  contingency.  If 
such  programs  are  temporary  in  nature.  Section  402  —  which  frees 
foreign  exchange  and  thus  permits  an  expansion  in  domestic  productive 
capacity  —  would  be  most  desirable  for  the  host  country  to  stave  off 
future  balance  of  payments  problems. 

Conclusions  and  Alternatives 

Section  402  and  Titles  I,  II,  and  III  of  PL  480,  were  designed  to 
link  surplus  agricultural  disposal  with  foreign-aid  operations.  In  the 
aggregate,  while  some  benefits  accrue  to  host  countries,  certain  dangers 
or  undesirable  features  also  arise.  Title  I  of  PL  480  especially  em- 

*See  Berenson,  Robert  L.,  William  M.  Bristol,  and  Ralph  I.  Straus,  Accumula¬ 
tion  and  Administration  of  Local  Currencies.  International  Cooperation  Administra¬ 
tion.  Washington,  1958.  p.  iv. 
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phasizes  surplus  disposal,  in  part,  to  the  detriment  of  overall  foreign 
policy  objectives. 

The  Section  402  program,  however,  unlike  Title  I  of  PL  480,  can  be 
demonstrated  to  be  perfectly  capable  of  sound  integration  with  foreign 
aid  activities.  A  contention  in  these  terms  rests  on  the  assumption  that: 
(1)  a  shortage  of  foreign  exchange  is  a  major  obstacle  encountered  in 
developmental  efforts;  (2)  surplus  disposals  must  result  in  a  minimum 
of  interference  in  the  production  of  third  countries  as  well  as  host 
countries;  (3)  an  excessive  accumulation  of  United  States-owned  cur¬ 
rencies  can  serve  to  (a)  induce  tension  in  participating  countries,  and 
(b)  intensify  pressures  within  the  United  States  to  reduce  dollar  as¬ 
sistance  to  developing  regions;  and,  (4)  the  imderdeveloped  countries 
need  both  present  and  future  balance  of  payments  assistance.  In  view 
of  these  considerations.  Section  402  operations  tend  to  be  specifically 
tailored  to  fit  the  needs  of  participating  countries. 

Title  I  of  PL  480  is  the  major  channel  for  surplus  disposal.  Stem¬ 
ming  primarily  from  the  fact  that  such  transactions  occur  only  in  excess 
of  normal  United  States  sales,  however,  it  is  undesirable  from  the 
standpoint  of  success  of  United  States  foreign-policy  objectives.  This 
program  is  subject  to  harsh  criticism  of  interference  with  production 
and  marketing  of  agricultural  commodities  of  other  exporting  countries 
as  well  as  recipient  countries.  Title  I  fails  to  free  scarce  foreign  ex¬ 
change  which  is  t  rely  needed  by  the  underdeveloped  regions;  by  en¬ 
couraging  an  increased  dependence  upon  the  United  States  as  a  source 
of  food  and  fiber  products,  it  may  serve  to  intensify  future  balance  of 
payments  problems.  Since  most  of  the  amassed  local  currency  utilized 
by  host  countries  assumes  the  form  of  loans,  several  problems  related 
to  an  accumulation  of  such  currency  are  encountered. 

Titles  II  and  III,  the  two  smaller  programs  associated  with  PL  480, 
authorize  donations  and  grants  of  agricultinral  products,  and  have  been 
relatively  important  in  fostering  improved  foreign  relations.  The  trans¬ 
ference  of  an  over-abimdant  supply  of  foodstuffs  by  the  United  States 
implements  a  humanitarian  and  direct  contact  with  peoples  greatly  in 
need  of  subsistence  help.  An  advantage  of  Titles  II  and  III  is  that 
benefits  are  widespread,  immediate,  and  experienced  directly  by  des¬ 
titute  persons.  In  general,  however,  these  grants  are  of  greater  con¬ 
sequence  in  furnishing  prompt  relief  for  emergency  conditions  than  as 
a  foundation  for  future  economic  growth. 

Alternatives.  —  From  the  foregoing  analysis,  it  appears  that  Title  I 
of  PL  480,  while  unquestionably  providing  some  benefits  to  host  coun¬ 
tries,  fails  to  supply  the  critical  ingredients  for  economic  development. 
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but  even  more  significant,  it  causes  certain  adverse  effects  which  are 
injurious  within  the  total  context  of  foreign-aid  operations. 

Titles  II  and  III  of  PL  480,  both  of  which  are  small  programs,  create 
certain  advantages  and  are  definitely  welcomed  in  recipient  countries. 
Also,  the  nature  of  Section  402  renders  it  a  program  qualified  for  a 
useful  integration  with  foreign  aid  operations. 

Two  major  alternatives  are  open  to  the  United  States  if  it  wishes 
to  continue  to  assist  domestic  agricultural  producers  and  aid  in  the 
economic  development  of  foreign  locales  without  the  repercussions 
which  at  present  are  incompatible  with  overall  foreign  policy  objectives. 

As  a  first  alternative,  the  United  States  might  retain  the  Section  402 
program  along  with  Title  II  and  III  grants  and  donations;  Title  I  would 
be  gradually,  but  definitely,  terminated.  Since  the  remaining  programs 
could  dispose  of  only  a  limited  volume  of  commodities  —  too  limited 
in  fact  to  reduce  or  even  maintain  the  Commodity  Credit  Corporation 
inventory  at  its  present  level  —  as  a  concomitant  measure,  the  govern¬ 
ment  would  also  have  to  alter  its  method  of  aiding  the  domestic  agri¬ 
cultural  sector.  To  continue  assistance  to  agriculture  without  incurring 
a  growing  stock  of  surplus  products,  the  government  might  institute 
more  stringent  production  controls,  or  else  inaugurate  a  program  of 
direct  income  supports. 

As  a  second  alternative  to  surplus  disposal  —  one  which  would  leave 
the  present  farm  program  intact  —  the  United  States  might  join  other 
coimtries  in  a  multilateral  effort  to  transport  food  from  surplus  to  deficit 
areas.  The  major  advantage  of  this  approach,  which  might  be  under¬ 
taken  by  the  United  Nations,  is  that  other  exporting,  as  well  as  import¬ 
ing,  countries  would  be  included  in  the  arrangement;  the  risk  of  inter¬ 
ference  with  foreign  markets  thus  could  be  minimized.  While  this 
would  not  completely  eliminate  “trade  distortion,”  the  fact  that  other 
countries  participated  in  the  operations  would  have  a  psychological 
effect  which  would  serve,  in  part,  to  placate  other  agricultural-produc¬ 
ing  regions. 

Surplus  disposal  through  a  multilateral  arrangement  might  assume 
the  form  of  both  grants  and  sales  for  national  currencies;  the  accumu¬ 
lation  of  local  currencies  could  presumably  be  employed  in  the  under¬ 
developed  country  for  direction  of  resources.  Recipient  countries  may 
be  less  reluctant  to  accept  intervention  in  currency  matters  by  an  in¬ 
ternational  agency.  It  must  be  recognized,  however,  that  if  real  develop¬ 
mental  progress  is  to  be  achieved,  the  backward  areas  need  other  forms 
of  external  resources. 

It  might  be  noted  that  a  multilateral  approach  to  surplus  disposal 
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of  the  United  Nations  has  been  concerned  with  the  problem  of  agri¬ 
cultural  surpluses  almost  from  its  inception  in  1946.  In  the  following 
years,  it  has  proposed  a  number  of  international  institutions  which  would 
assist  in  alleviating  the  situation  of  “poverty  in  the  midst  of  plenty.” 
The  United  States  government,  as  late  as  1936,  had  resisted  these  ef¬ 
forts,  generally  explaining  that  “bilateral  arrangements  were  a  more 
practical  way”  of  coping  with  the  existence  of  agricultural  surpluses.® 
More  recently,  political  trends  suggests  that  the  United  States  may  be 
willing  to  join  other  countries  in  a  multilateral  approach  and  thus  enable 
food  and  fiber  surplus  disposal  to  serve  international  objectives  as  well 
as  domestic  interests. 

•This  conclusion  is  contained  in  Official  Records  of  the  UN,  Economic  and 
Social  Council,  931st  Meeting,  22nd  Session.  July  12,  1956.  Pp.  37-38. 


INFLATION  IN  CHILE  AND  ARGENTINA 


Norman  A.  Bailey 

There  is  a  newly-respectable  school  of  economics  which  claims  that 
a  little  inflation  is  a  good  thing  and  necessary  to  sustain  a  high  rate 
of  economic  growth.  It  has  not  even  been  deterred  by  the  experience 
of  the  recession  of  1958,  by  which  time  normal  market  forces  had  been 
tampered  with  to  such  an  extent  that  the  United  States  was  treated  to 
the  novel  and  startling  spectacle  of  continued  inflation  in  the  midst 
of  a  downturn  in  the  productive  sectors  of  the  economy.  These  same 
economists  view  inflation  not  only  as  a  good  thing  in  the  developed,  in¬ 
dustrialized  nations,  but  as  practically  a  necessity  in  the  imderdeveloped 
countries.  They  thus  give  aid  and  comfort  to  those  elements  in  the 
underdeveloped  areas  which  are  attempting  to  find  an  easy  solution 
to  the  problem  of  industrial  growth,  a  problem  which  took  the  advanced 
countries  many  decades  and  much  work  and  social  upheaval  to  solve. 

Too  often  the  human  and  societal  consequences  of  inflation  are 
overlooked,  particularly  the  growing  disillusionment  on  the  part  of  the 
populace  with  the  economic  and  political  institutions  of  a  nation  under¬ 
going  rampant  inflation,  the  prevalence  of  hoarding,  the  decline  in 
savings  and  productive  investment,  the  rise  in  speculation  and  con¬ 
sequent  lowering  of  the  moral  standards  of  large  segments  of  the  pop¬ 
ulation,  and  most  important  of  all  the  increasingly-acute  and  bitter 
struggle  between  various  economic  groups  of  society  to  retain  or  in¬ 
crease  their  relative  share  of  the  national  income.  All  these  develop¬ 
ments  can  be  discerned  in  the  United  States  today,  which  is  not  de¬ 
pendent  to  any  considerable  extent  on  exports,  which  has  had  a  relatively 
moderate  inflationary  trend,  and  which  concentrates  a  large  share  of  the 
world’s  mineral  and  agricultural  resources  within  its  borders.  How 
much  more  so  in  the  struggling  underdeveloped  coimtries  of  the  world? 
For  these  reasons  it  is  important  to  keep  in  mind  constantly  the  con¬ 
sequences  of  inflation  —  particularly  so  in  the  United  States,  where 
these  consequences  are  masked,  and  at  times  difficult  to  isolate. 

In  Latin  America,  since  World  War  Two,  there  have  been  two 
particularly  instructive  examples  of  the  pernicious  effects  of  inflation 
in  slowing,  rather  than  speeding,  the  growth  rates  of  underdeveloped 
nations.  Both  Chile  and  Argentina  have  passed  through  periods  of  gal¬ 
loping  inflation,  either  fomented  and  encouraged  by  the  governments 
in  power,  or  at  any  rate,  allowed  to  proceed  virtually  unchecked.  Chile 
now  has  a  government  which  is  making  honest  and  successful  efforts 


539 


540 


Journal  of  Inter-American  Studies 


to  halt  the  inflationary  spiral,  whereas  the  present  administration  in 
Argentina  has  been  half-heartedly  applying  stabiUzation  measures  with 
one  hand  while  hamstringing  and  neutralizing  them  with  the  other. 

Until  recently,  Argentina  was  the  wealthiest  country  of  Latin  Amer¬ 
ica,  and  probably  of  the  whole  underdeveloped  world.  In  per  capita 
income  it  has  now  been  surpassed  by  oil-rich  Venezuela,  but  it  still 
has  great  potential  for  rapid  and  balanced  economic  growth.  Argentina 
remained  neutral  throughout  almost  the  entire  Second  World  War,  and 
emerged  from  that  conflict  with  large  quantities  of  foreign  exchange, 
which  it  had  been  unable  to  spend  because  of  wartime  restrichons  in 
the  industrialized  nations.  Here  was  a  heaven-sent  opportunity  to  use 
these  resources  to  promote  industriahzation  and  diversification,  and  to 
provide  a  major  push  toward  a  standard  of  living  little,  if  any,  lower 
than  that  of  such  other  primarily  agricultural  countries  as  Denmark 
and  New  Zealand.  Unfortunately,  however,  in  1943,  the  government 
was  overthrown  by  a  group  of  mihtary  officers,  among  whom  was  Colonel 
Juan  Domingo  Per6n,  who  was  made  Minister  of  Labor.  Using  his 
position  to  curry  favor  with  the  working  classes,  Per6n  was  firmly  in 
the  saddle  by  1945,  just  at  the  moment  when  Argentina  should  have 
had  an  honest,  moderate  government  devoted  to  methodical  economic 
growth.  Per6n  and  his  ex-radio-actress  mistress,  Evita,  proceeded  to 
distribute  the  nation’s  wealth  to  those  with  neither  the  capacity  nor 
the  desire  to  reinvest  it  productively,  raising  wages  time  and  time  again 
with  no  relation  to  productivity,  dispensing  gifts  of  flowers,  candy,  and 
other  goods  to  the  workers  (and  closing  down  those  florists  and  candy 
manufacturers  who  refused  to  cooperate),  importing  luxury  goods  from 
abroad  for  the  favored  minions  of  the  dictator  and  lavishing  vast  sums 
on  grandiose  and  useless  monuments  and  uneconomic  heavy  industriali¬ 
zation  schemes.  When  the  largess  built  up  during  the  war  had  been 
spent,  Per6n  financed  further  depredations  by  systematically  looting 
the  agricultural  sector  of  the  economy,  the  source  of  Argentina’s  in¬ 
ternal  wealth  and  foreign  exchange.  All  agriculturalists  were  forced 
to  sell  their  produce  to  a  government  agency  at  a  fixed,  and  very  low, 
price,  and  the  government  in  turn  sold  the  goods  on  the  world  market 
for  what  it  could  get  for  them.  The  ultimate  result  is  obvious.  Fields 
were  allowed  to  go  fallow,  herds  were  reduced  and  prime  stock  was 
slaughtered.  After  several  years  of  living  off  its  capital,  Argentina 
was  reduced  to  one  meatless  day  a  week,  an  absurdity  in  a  nation  which 
used  to  provide  all  of  Europe  with  a  large  proportion  of  its  meat  and 
meat  products.  Proclaiming  that  the  landed  aristocracy  was  responsible 
for  this  state  of  affairs,  Per6n  loosed  his  mobs  in  the  streets  of  Buenos 
Aires,  where  they  burned  and  looted  stately  homes  and  destroyed  price¬ 
less  works  of  art  while  gutting  the  Jockey  Club. 
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In  the  meantime  all  opposition  had  been  suppressed  and  Peron 
ruled  virtually  unchecked.  Evita,  however,  died  of  cancer,  and  Peron 
gradually  began  to  lose  the  support  of  all  groups  but  the  industrial 
workers  whom  he  so  favored.  Finally,  in  September,  1955,  Peron  was 
overthrown  by  a  combination  of  naval  and  army  officers  and  civilians, 
mostly  from  the  interior  provinces.  Since  Peron’s  fall  the  industrial 
masses  have  remained  loyal  to  him,  as  was  demonstrated  in  the  elec¬ 
tions  of  March,  1960,  four  and  one-half  years  later,  when  the  Peronists 
and  Communists  combined  polled  over  two  million  votes,  a  clear  plur¬ 
ality  (in  blank  ballots,  since  the  Peronista  Party  is  outlawed).  One  of 
the  reasons  for  this  is  that  no  succeeding  government  has  dared  take 
the  measures  necessary  to  reverse  the  economic  lunacy  of  the  Per6n 
era.  The  military  junta  which  followed  the  dictator  merely  marked 
time  while  attempting  to  reestablish  political  liberties  and  the  proper 
atmosphere  for  national  elections.  Early  in  1958,  Arturo  Frondizi  was 
inaugurated  constitutional  President  of  Argentina,  with  the  support  of 
the  Peronists,  to  whom  he  had  appealed  for  votes.  Frondizi  is  a  virulent 
nationalist  but  he  has  obtained  milhons  of  dollars  from  the  Interna¬ 
tional  Monetary  Fund,  the  United  States  government  and  private  bank¬ 
ers.  This  money  is  ostensibly  for  stabilization  purposes,  but  it  is  actually 
used  to  finance  the  current  operations  of  the  Argentine  government, 
and  to  attempt  to  retain  the  loyalty  of  at  least  part  of  the  working 
classes,  since  the  sixty-two  Peronist  unions  and  the  nineteen  Communist 
unions  (out  of  a  total  of  113)  have  come  out  in  open  opposition  to  him. 
Exports  declined  in  value  in  1959  as  compared  with  1958.  The  budget 
was  not  balanced  in  fiscal  1959  and  the  government  was  running  in  the 
red  on  its  1960  account.  During  1959,  currency  in  circulation  rose  by 
39  per  cent  and  inflation  has  continued  unchecked.  The  peso  has  re¬ 
mained  fairly  stable  (at  its  historical  low)  since  June,  1959,  only  because 
of  central  bank  support.  Productivity  dropped  and  wages  rose,  and 
the  government  rehired  employees  it  had  originally  dismissed  early  in 
1959,  on  the  groimds  that  they  were  working  only  half  day,  if  they 
worked  at  all.  During  the  last  half  of  1959,  production  of  most  commo¬ 
dities  fell  by  twenty  to  sixty  per  cent.  Capital  investment  is  declining 
and  large  sums  of  money  are  being  spent  unproductively  on  jet  planes, 
submarines,  and  other  military  hardware.  Over  the  past  ten  years  real 
gross  national  product  has  risen  only  about  1.5  per  cent  per  year, 
whereas  population  has  been  rising  at  a  rate  of  over  2  per  cent  per  year. 
Thus,  since  World  War  Two,  the  Argentina  standard  of  living  has  ac¬ 
tually  been  falling,  in  a  period  when  it  should  have  been  experiencing 
unprecedented  growth.  Nor  is  the  situation  improving  now.  In  1959, 
real  gross  national  product  fell  three  per  cent,  resulting  in  a  five  per 
cent  dechne  in  per  capita  output.  The  bright  spot  on  the  Argentine 


542 


Journal  of  Inter- American  Studies 


scene  is  the  fact  that  Frondizi  invited  foreign  oil  companies  to  exploit 
Argentine  oil  reserves  under  contract  with  the  state  oil  monopoly, 
Yacimientos  Petroliferos  Fiscales.  Imports  of  petroleum,  source  of 
over  eighty  per  cent  of  the  energy  consumed  in  Argentina,  have  reg¬ 
ularly  taken  twenty  to  twenty-five  per  cent  of  that  country’s  foreign 
exchange.  Now  that  private  enterprise  is  again  working  in  this  field, 
production  increased  28  per  cent  in  1959,  compared  with  an  average 
rate  of  5.5  per  cent  over  the  preceding  seven  years.  Self-sufficiency 
in  petroleum,  forecast  for  1961,  will  not,  however,  by  itself,  solve  Ar¬ 
gentina’s  economic  problems,  as  the  government  would  have  the  pub¬ 
lic  believe. 

One  of  the  most  tragic  results  of  the  Peron  debacle  is  the  almost 
complete  demoralization  of  the  work  force.  A  comparison  of  the  index 
of  wages  and  salaries  paid  and  the  volume  of  production  graphically 
illustrates  this  fact. 


Argentina  —  Industrial  Indices 
1952=100 


Wages  and  Salaries 
paid 

Volume  of 
Production 

1955 

142 

117 

1956 

159 

116 

1957 

211 

120 

1958 

292 

124 

June,  1959 

449 

126 

Argentine  workers  are  firmly  convinced  that  they  can  get  something 
for  nothing,  and  it  is  hard  to  blame  them  for  this  behef,  since  they  were 
schooled  in  it  by  their  own  leaders. 

Chile  has  been  inflating  slowly  ever  since  records  were  first  kept, 
late  in  the  nineteenth  century.  This  trend  was  given  a  marked  upturn 
when  Chile’s  terms  of  trade  worsened  drastically  during  the  1930’s  due 
to  the  depression  and  to  the  development  of  cheap  synthetic  nitrates. 
Inflationary  pressures,  however,  did  not  get  out  of  hand  until  the  gov¬ 
ernment,  late  in  1952,  as  an  election  measure,  decreed  massive  salary 
increases  for  government  workers  and  made  cost  of  living  wage  increases 
mandatory  on  a  yearly  basis.  Since  the  new  drain  on  national  resources 
was  not  adequately  compensated  for  by  new  taxes,  Chile  began  to  be 
beset  by  chronic  and  worsening  budget  deficits,  eventually  financed  by 
massive  central  bank  loans  and  by  the  printing  of  paper  money.  In  an 
effort  to  keep  abreast  of  the  improved  economic  position  of  white-collar 
workers,  manual  laborers  indulged  in  a  series  of  crippling  strikes,  in¬ 
cluding  two  general  strikes  which  nearly  ruined  Chile.  Entrepreneurs 
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raised  prices  faster  than  the  government  could  raise  wages  and  borrowed 
freely  at  easy  rates.  Farmers  depended  upon  special  tax  treatment  and 
subsidies  to  hold  their  own.  A  complex  system  of  multiple  exchange 
rates  and  import  restrictions  provided  a  protected  market  for  some 
internal  manufacturers  and  favored  certain  exporters  over  others.  In 
sum,  the  economy  of  Chile  degenerated  into  a  mad  scramble  on  the  part 
of  various  sectors  of  the  economy  to  improve  their  relative  position  in 
the  national  cash-box  by  whatever  means,  fair  or  foul,  they  could  muster, 
with  the  government,  far  from  moderating  this  struggle,  entering  into 
it  in  an  attempt  to  compensate  for  the  fact  that  it  was  unwilling  to  raise 
tax  rates  and  equally  unwilling,  or  unable,  to  collect  in  full  those  taxes 
already  on  the  books. 

The  following  table  demonstrates  the  effects  on  the  Chilean  econ¬ 
omy  of  this  chaotic  situation.  The  gross  national  product  of  Chile 
in  current  prices  rose  from  157  billion  escudos  in  1959  to  2818  billion 
escudos  in  1958,  a  rise  of  over  fifty  per  cent  annuallyl  When  deflated 
to  1950  prices,  however,  the  picture  is  somewhat  less  encouraging.  Real 
gross  national  product  rose  only  1.8  per  cent  yearly,  and  since  during 
the  same  period  the  Chilean  population  grew  at  a  rate  of  2.4  per  cent 
annually  real  per  capita  output  declined  at  a  rate  of  approximately  0.6 
per  cent  per  year.  In  other  words,  after  this  riot  of  inflationary  spend¬ 
ing,  the  Chilean  people  were  worse  off  than  when  they  started.  This  is 
an  almost  unavoidable  concomitant  of  violent  inflation,  and  in  fact, 
if  productivity  does  not  outstrip  inflationary  wage  increases,  a  conco¬ 
mitant  of  any  inflation,  no  matter  how  moderate.  How  did  Chileans 
fare?  The  index  of  industrial  productivity  in  1958  stood  at  exactly  the 
same  point  as  in  1953!  In  the  meantime,  the  wholesale  price  index  in¬ 
creased  eleven  times  and  currency  in  circulation  six  times.  Wages, 
meanwhile,  had  risen  eight  times,  far  outstripping  productivity,  but 
not  nearly  keeping  up  with  the  cost  of  living.  It  is  generally  recognized 
that  any  country,  and  particularly  the  underdeveloped  ones,  must  re¬ 
invest  at  least  twenty  per  cent  of  their  yearly  gross  national  product 
if  they  are  to  progress  at  a  satisfactory  rate.  Mexico,  Puerto  Rico,  and 
Jamaica,  for  example,  have  been  doing  just  that,  and  they  are  the  envy 
of  the  rest  of  Latin  America.  In  1957,  gross  fixed  capital  formation  in 
Chile  stood  at  a  mere  8.3  per  cent,  and  had  declined  from  10.3  per  cent 
in  1951,  The  Chilean  economy  was  not  even  standing  still;  it  was  re¬ 
treating,  at  a  slow,  but  accelerating  pace. 

This  has  been  the  economic  cost  to  Chile  of  its  galloping  inflation. 
These  figures,  however,  do  not  tell  the  complete  story  by  any  means,  nor 
do  they  bring  home  the  real,  personal  cost  of  inflation.  Everyone  who 
lives  in  the  United  States  today  is  aware  of  many  of  the  undesirable 
results  of  inflation,  but  the  insidious,  creeping  nature  of  our  inflation 
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has  effectively  hidden  or  muffled  its  worst  long-range  effects.  So  much 
the  worse  for  us.  A  period  of  real,  uncontrolled  inflation  in  the  United 
States  might  even  be  a  good  thing.  At  least  it  would  demonstrate  effec¬ 
tively  to  the  U.  S.  people  what  inflation  really  means,  and  might  mute 
those  demagogues  of  all  pa»ties  and  all  political  complexions  who  attempt 
to  take  advantage  of  the  American  people’s  lack  of  economic  sophisti¬ 
cation  to  press  for  ever-greater  inflationary  programs  under  the  guise 
of  a  justifiable  redistribution  of  the  national  income. 

The  Chileans  have  a  saying  that  “prices  go  up  by  the  elevator  and 
salaries  by  the  stairs”.  This  is  always  true,  as  entrepreneurs  will  protect 
themselves  to  the  extent  possible  by  keeping  prices  ahead  of  the  in¬ 
flationary  spiral.  Should  the  government  attack  the  problem  of  inflation 
by  means  of  attempting  artificially  to  control  prices  while  maintaining 
budget  deficits  and  constant  wage  increases,  the  business  community 
will  retaliate  by  simply  curtailing  production  and  withholding  goods 
from  the  market.  Since  internally-produced  goods  in  Chile  were  priced 
well  above  the  world  average  it  became  necessary  to  restrict  imports 
severely,  which  if  allowed  to  enter  freely  would  have  driven  every 
domestic  producer  to  the  wall.  Consequently,  in  1955,  a  1929  Ford  sold 
in  Santiago  for  $250,  as  it  was  impossible  to  get  a  new  or  used  car 
of  any  kind  from  abroad.  The  moment  a  paycheck  was  received  the 
salary  or  wage-earner  would  go  to  the  nearest  shop  to  buy  groceries, 
for  on  the  morrow  the  value  of  the  check  might  be  halved.  Long  lines 
would  form  in  front  of  stores,  since  goods  were  not  only  expensive 
but  in  short  supply  due  to  the  lack  of  imports.  Savings  declined  severely, 
as  the  value  of  these  savings  was  cut  daily.  People  desperately  tried 
to  convert  whatever  money  they  had  into  hard  goods  to  protect  it 
from  becoming  totally  worthless.  Anything  and  everything  was  bought 
on  the  installment  plan.  A  $60  refrigerator  bought  on  credit  in  Jan¬ 
uary  would  cost  the  equivalent  of  $150  at  the  end  of  the  year,  so  that 
producers  were  practically  giving  away  their  goods,  which  led  to  a 
severe  restriction  on  consumer  credit. 

Unscrupulous  speculators  promoted  lots  in  inaccessible  and  worth¬ 
less  comers  of  Chile,  selling  this  land  to  investors  on  credit,  on  the 
theory  that  only  land  would  keep  and  increase  its  value.  After  paying 
installments  for  a  time  the  investors  would  realize  that  the  project 
was  a  fraud  and  stop  payment,  too  late  to  prevent  the  money  that  they 
had  already  paid  from  being  used  to  buy  dollars  on  the  free  market. 
Even  people  with  very  moderate  incomes  would  buy  dollars,  protecting 
themselves  as  best  they  could  by  this  mean,  thus  driving  the  value  of 
the  peso  (since  January,  1959,  the  escudo)  farther  and  farther  down. 

In  1952,  the  owner  of  a  money  exchange  house  in  Santiago  borrowed 
a  sum  in  dollars  from  his  customers.  By  the  time  the  debt  fell  due  the 
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dollar  had  risen  so  much  in  value  relative  to  the  peso  that  the  man  could 
not  possible  liquidate  the  debt  and  as  a  result  was  declared  bankrupt 
and  forced  out  of  business. 

It  is  interesting  to  note,  particularly  for  the  edification  of  those  who 
proclaim  that  these  things  could  never  happen  in  the  United  States, 
that  in  recent  months  investors  in  the  United  States  have  been  buying 
gold  and  gold  shares  and  foreign,  particularly  European,  corporate 
stocks  in  increasing  quantities  as  a  hedge  against  a  persistently  rumored 
impending  devaluation  of  the  dollar.  That  this  will  happen  is  doubt¬ 
ful;  that  it  is  even  anticipated  is  significant.* 

In  November,  1958,  a  new  government  came  into  office  in  Chile, 
a  conservative  government  imder  the  leadership  of  President  Jorge  Ales- 
sandri.  Although  elected  by  only  a  small  plurality  in  a  four-way  election 
in  which  he  was  the  only  candidate  advocating  austerity  measures, 
President  Alessandri  set  about  vigorously  attacking  the  economic  evils  of 
Chile.  International  confidence  in  his  government  was  shown  by  the 
fact  that  he  immediately  obtained  $272  millon  in  foreign  credits  to 
bolster  his  austerity  program.  He  was  also  granted  technical  assistance 
and  a  $32.5  million  loan  from  the  World  Bank.  Despite  constant  and 
vitriolic  attacks  on  his  pohcies  by  leftist  elements  in  the  National  Con¬ 
gress,  the  Alessandri  administration  made  impressive  gains  in  1959  in 
its  attempt  to  push  the  Chilean  economy  by  main  force  back  onto  the 
road  to  prosperity.  A  new  currency  unit,  the  escudo,  was  introduced, 
worth  1000  of  the  old  pesos,  to  restore  confidence  in  the  value  of  money. 
Sales,  electricity  production  and  employment  all  rose  substantially  dur¬ 
ing  the  year.  Industrial  production  was  up  15  per  cent  over  the  previous 
year.  Real  gross  national  product  rose  five  per  cent  in  1959,  providing 
a  substantial  increase  in  real  per  capital  output  for  the  first  time  in  over 
a  decade.  Nevertheless,  the  cost  of  hving  rose  33.3  per  cent  during 
1959,  demonstrating  that  with  the  best  will  in  the  world  rampant  infla¬ 
tion  is  extremely  difficult  to  halt,  once  easy  money  and  credit  become 
the  way  of  life  of  a  people.  In  Argentina,  where  the  same  sort  of  stabili¬ 
zation  program  has  not  been  honestly  and  strictly  enforced,  as  it  has  in 
Chile,  the  cost  of  Hving  rose  100  per  cent  during  1959,  and  the  real 
gross  national  product  declined  by  three  per  cent.  The  Alessandri 
government  hoped  to  hold  inflation  in  1960  down  to  a  mere  five  per 
cent,  and  pubHc  confidence  in  the  administration  s  policies  was  demon¬ 
strated  during  recent  municipal  elections,  in  which  the  parties  of  the 
moderate  coaHtion  supporting  the  government  made  impressive  gains 
in  representation. 


The  above  paragraph  was  written  as  of  1960. 
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Chile  continues  her  decisive  struggle  against  economic  collapse  with 
important  advantages,  particularly  her  hard-working,  industrious  popula¬ 
tion  and  her  democratic  traditions.  Other  countries,  which  do  not  have 
these  advantages,  are  yet  inflating  wildly  in  the  never-ceasing  and 
always  futile  attempt  to  get  something  for  nothing.  The  shock  of  the 
realization  that  it  cannot  be  done  often  leads  to  attempted  totahtarian 
solutions,  either  of  the  left  or  the  right.  Unless  the  dictators  are  lucky 
enough  to  find  considerable  quantities  of  economic  fat  which  they  can 
use  to  exploit  their  countries,  as  Peron  did  in  Argentina,  they  are  forced 
to  push  through,  with  guns  and  soldiers,  the  very  policies  which  a  dem¬ 
ocratic,  free  people  should  find  and  adopt  for  themselves,  were  they 
not  deliberately  confused  and  duped  by  politicians  who  promise  that 
with  less  and  less  work  they  can  receive  more  and  more  of  the  wealth 
of  society. 


CURACAO 


Figure  1.  Margaritenos  on  the  mainland.  Dates  represent  the  approximate  location  of  people  from  Margarita. 


MARGARITA  ISLAND, 
EXPORTER  OF  PEOPLE 


C.  S.  Alexander 

Margarita  Island,  Venezuela,  located  at  the  southeastern  comer  of 
the  Caribbean,  has  been  exporting  people  to  mainland  Venezuela  for 
over  450  years  (Fig.  1).  However,  over  the  years  the  reasons  for  the 
migration  and  the  character  of  the  migrants  have  changed.  Within  a 
few  years  of  the  island  s  discovery  in  1498,  some  of  the  aboriginal  in¬ 
habitants,  the  Guayquerf  Indians,  moved  to  the  mainland.  Perhaps 
this  was  the  result  of  a  falling  out  with  the  Spaniards.  Others  became 
loyal  allies  of  the  Spaniards  and  accompanied  them  as  auxiliary  troops 
in  the  Spanish  invasions  of  the  mainland.  About  1550,  some  Cuayqueri 
began  to  move  from  Margarita  into  areas  along  the  Paria-Cumand 
coast  which,  as  the  result  of  Spanish  invasions  and  slave  raids,  had  lost 
much  of  their  native  Indian  population.  Eventually,  the  Guayqueii 
remaining  on  the  island  were  almost  entirely  absorbed  into  the  mestizo 
population  of  Margarita.  The  islanders  —  Margaritenos  now  —  con¬ 
tinued  migrating  to  the  mainland.  Their  reason  for  moving  since  this 
time  (c.  1715)  has  been  to  seek  employment  in  Venezuela  since  Mar¬ 
garita’s  increasing  population  began  to  exceed  the  island’s  natural  re¬ 
sources.  The  movement  of  people  out  of  Margarita,  then,  can  be  seen 
as  occurring  during  four  general  phases:  the  early  phase,  c.  1520;  the 
conquest  phase,  c.  1535-1750;  the  colonizing  phase,  c.  1550-1715;  and 
the  modem  phase,  c.  1715  to  the  present. 

The  Cuayqueri  Indians  of  Margarita  appear  to  be  the  only  Indian 
group  in  eastern  coastal  Venezuela  that  survived  early  Spanish  contact 
without  serious  loss  in  population.  Their  earliest  contacts  with  the 
Spaniards  are  not  recorded,  and  this  makes  the  generally-peaceful 
Spanish-Guayqueri  relationship  difficult  to  explain.  Perhaps  it  was 
some  aspect  of  the  Cuayqueri  way  of  life  that  made  it  mutually  ad¬ 
vantageous  for  them  and  the  Spaniards  to  become  aUies.  The  Guay- 
queri  were  fishermen-farmers  and,  in  addition,  were  apparently  skilled 
seafarers  and  traders  who  covered  a  considerable  range  of  territory. 
Their  relatively  simple  yet  cosmopolitan  culture  may  have  made  the 
Guaqueri  especially  adaptable  to  Spanish  mle.^  In  any  event  the  two 

*  Thomas  McCorkle.  Community  persistence  and  culture  change  on  Margarita 
Island,  Venezuela.  Ph.D.  Thesis,  University  of  California,  Berkeley.  1954.  pp. 
233-234. 
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peoples  became  allies  and  during  the  turbulent  sixteenth  and  seventeenth 
centuries  the  Guayqueri  repeatedly  aided  the  Spaniards  in  the  defense 
of  Margarita  and  on  several  occasions  served  as  loyal  and  effective 
auxiUaries  in  Spanish  invasions  of  the  mainland.^ 

Despite  these  manifestations  of  loyalty  and  good  will,  the  early 
phase  of  migration  may  have  started  as  the  result  of  dissastisfaction 
with  the  Spaniards  on  the  part  of  some  Guayqueri.  An  early  historian* 
writing  at  the  beginning  of  the  seventeenth  century,  stated  that  some 
of  the  Guayqueri  had  gone  inland  and  settled  along  the  Orinoco  at  the 
mouth  of  the  Guarico  River  where  their  descendants  were  still  to  be 
found  (Fig.  1).  Though  he  did  not  mention  the  date  nor  give  reasons 
for  the  move  the  immigrants  may  have  represented  a  splinter  group 
who,  at  an  early  time,  resented  the  intrusion  of  the  Spaniards. 

While  precise  documentation  is  unobtainable,  certain  known  his¬ 
torical  events  may  suggest  the  reason  for  this  first  migration.  Shortly 
after  the  discovery  of  Margarita  by  Golumbus  in  1498,  the  Spaniards 
estabhshed  pearl  trading  and  fishing  on  and  around  Gubagua,  a  small 
island  just  south  of  Margarita  (Fig.  1).^  As  the  pearl  fishing  expanded, 
the  Spaniards  on  Gubagua  began  to  raid  the  nearby  mainland  for 
slaves  to  be  used  as  pearl  divers.  Aroused  by  these  raids  the  mainland 
Indians  in  1519  and  again  in  1522  attacked  Spaniards  on  the  mainland 
and  blocked  those  on  Gubagua  from  suppUes  of  drinking  water.  The 
Indian  attacks  were  supressed  by  armed  expeditions  sent  from  Santo 
Domingo.  During  the  course  of  the  second  campaign  (1522)  the  Span¬ 
iards  captured  many  Indians  whom  they  enslaved  and  sent  to  Gubagua 
to  work  in  the  pearl  fisheries.®  These  campaigns  to  put  down  the  Indian 
uprisings  were  not  the  end  of  Spanish  activities  on  the  mainland.  Be¬ 
tween  1530  and  1538  three  further  expeditions  plundered  the  eastern 
Venezuelan  mainland  (those  of  Diego  de  Ordaz,  Gerdnimo  de  Ortal  and 
Antonio  Sedeno).* 

‘Charles  S.  Alexander.  ‘The  Geography  of  Margarita  and  Adjacent  Islands, 
Venezuela.”  Univ.  of  Calif.  Pub.  Geog.  Vol.  12,  1958.  p.  129. 

‘Antonio  Vdsquez  de  Espinosa.  Compendium  and  Description  of  the  West 
Indies.  Trans.  Charles  Upson  Clark.  Smithson.  Misc.  Coll.,  Vol.  102.  p.  46. 

‘  Alexander.  Op.  cit.  p.  124. 

®  Coleccidn  de  documentos  iniditos  rehtivos  al  descubrimiento,  conquista  y  or- 
ganizacidn  de  las  antiguas  posesiones  espaholas  de  America  y  Oceania,  (hereafter  cited 
as  DIO)  Madrid,  1864-1884.  Vol.  1,  pp.  423-426,  438-439. 

Juan  de  Castellanos.  Elegias  de  Varones  ilustres  de  Indies.  Biblioteca  de 
Autores  Expanoles.  Madrid,  1874.  pp.  144-145. 

Gonzalo  Fernandez  Oviedo  y  Valdez.  Historia  General  y  Natural  de  las 
Indias,  Islas  y  Tierra  Firme  del  Mar  Oc4ano.  Asuncidn  del  Paraguay,  1944.  Vol. 
4.  pp.  112-113. 

•  Antonio  de  Herrera  y  Tordesillas.  Historia  General  de  los  Hechos  de  Los 
Castellanos  en  Las  Indias  y  Tierra  Firme  del  Mar  Ociano.  Buenos  Aires,  1944. 
Vol.  7.  pp.  5-6,  98-105,  158-162;  Vol.  8.  pp.  29-30. 


Margarita  Island,  Exported  of  People 


551 


In  the  Indian  uprising  of  1519,  at  least  some  Guayqueri  were  re¬ 
ported  as  being  involved.  They  helped  to  prevent  the  Spaniards  on 
Cubagua  from  getting  drinking  water  from  Margarita.’^  Those  that 
helped  in  the  blockade  may  be  the  group  which  fled  to  the  mainland, 
to  the  Orinoco  area,  to  escape  punishment.  In  the  following  centuries, 
many  references  were  made  in  historical  documents  to  Guayqueri,  or 
in  one  instance  Guaycari,  Indians  in  the  Orinoco  valley.  In  1531,  Fed- 
ermann®  encountered  a  group  of  Indians  he  called  Guaycaries  along 
the  Cojedes  tributary  of  the  Orinoco  (Figure  1).  They  were  settled 
in  several  fishing  villages  along  the  river  where  they  traded  with  their 
neighbors,  the  Caquetios,  exchanging  fish  for  agricultural  products. 
How  many  Guaycari  were  living  on  the  Cojedes  is  uncertain.  Arcaya® 
thought  they  were  an  extensive  nation  occupying  a  large  section  of  the 
Llanos  of  contemporary  western  Venezuela  and  eastern  Colombia. 
Vila^®  calculates,  on  the  basis  of  Federmann’s  estimate  of  the  size  of 
the  war  party  (8,500)  that  first  attacked  his  group,  that  the  Guaycari 
numbered  44,000.  This  is  probably  much  too  high.  The  Indians  in  the 
attacking  force  were  not  clearly  identified  and  it  may  well  have  con¬ 
tained  many  Caquetios  who  also  were  hostile  to  Federmann’s  expedi¬ 
tion.  The  Indians  involved  in  a  second  attack  a  few  days  later  were 
clearly  identified  as  800  Guaycari,  operating  alone.^^  This  is  probably 
a  more  accurate  indication  of  Guaycari  strength  than  the  number  of 
warriors  in  the  first  attack.  While  it  is  difficult  to  make  an  estimate  of 
the  total  population  of  the  riparian  Guaycari  it  seems  safe  to  say  that  it 
was  appreciably  less  than  44,000. 

McCorkle^®  believes  the  Guaycari  of  the  Cojedes  probably  were 
not  related  to  the  Guayqueri  of  Margarita.  He  did  not,  however,  have 
the  information  from  Vdsquez  de  Espinosa.  Since  the  river-dwelling 
Guaycari,  when  encountered  by  Federmann,  were  near  the  ultimate 
destination  of  the  Margarita  Guayqueri  indicated  by  Vdsquez  de  Es¬ 
pinosa,  it  is  reasonable  to  assume  that  the  two  were  one  and  the  same. 

A  small  group  of  Guayqueri  were  again  reported  on  the  Cuarico 


^  DIO.  Vol.  1.  p.  439. 

*  Nicolas  Federmann.  Narracidn  del  Primer  viaje  de  Federmann  a  Venezuela. 
Trans.  Pedro  Manuel  Arcaya.  Caracas,  1916.  pp.  89-106. 

•  Op.  cit.  p.  89. 

Marco-Aurelio  Vila.  Aspectos  Geogrdficos  del  Estado  Portuguds.  Caracas, 
1954.  p.  146. 

“  Federmann.  Op.  cit.  pp.  100-101. 

“Thomas  McCorkle.  “The  History  of  the  Guayqueri;  An  Approach  to  the 
Anthropology  of  northeastern  Venezuela.”  Kroeber  Anthropological  Society  Papers. 
Berkeley,  No.  6.  1952.  p.  75. 
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River  in  1657.^®  Further  reports  concerning  these  interior  mainland 
Guayqueri  were  made  by  Capuchin  missionaries.  Between  1723  and 
1744,  at  least  four  missions  were  established  in  the  north  central  section 
of  the  Orinoco  Valley:^^  two  near  Calabozo,  one  at  Altagracia  (de 
Iguana),  and  one  at  (San  Miguel  de  la  Voca  del)  Tinaco  (Figure  1). 
llie  Indians  in  these  missions  were  mainly  Guayqueri  brought  up  from 
the  Orinoco.  In  1732,  a  settlement  of  Guayqueri  was  established  at 
(Concepcidn  de)  Uyapi.^®  Another  eighteenth-century  historian  writ¬ 
ing  in  1745  recognized  these  as  being  related  to  the  Indians  on  Marga¬ 
rita.  At  that  time  there  were  still  some  Guayqueri  living  at  Uyapi  and 
they  reported  that  formerly  they  had  been  numerous  and  warlike  but 
that  they  had  been  devastated  by  Carib  raids.^*  The  site  was  later 
abandoned  because  of  continued  Carib  invasions.^'^  The  mission  Guay¬ 
queri  were  last  mentioned  in  the  mission  census  of  1788.^*  Following 
1788,  the  Guayqueri  missions  passed  into  obscurity. 

One  of  the  first  actions  of  the  conquest  phase  came  in  1538  when 
Guayqueri  archers  accompanied  Sedenos’  expedition  to  the  adjacent 
mainland  and  rendered  skillful  service.^*  Between  1555  and  1562, 
Guayqueri  mercenaries,  loyal  to  the  Spanish,  took  part  in  several  un¬ 
successful  attempts  to  subjugate  the  Caracas  region  with  expeditions 
from  Margarita.^  These  efforts  were,  in  fact,  carried  out  almost  en¬ 
tirely  by  Guayqueri  troops.  Guayqueri  also  played  an  important  role 
in  the  successful  settlement  of  Caracas  in  1567  during  which  they  re¬ 
ceived  special  mention  for  their  valor.^^  Some  of  these  Guayqueri  un¬ 
doubtedly  remained  behind,  once  the  military  expeditions  to  the  area 
were  finished. 

Some  Guayqueri,  probably  descendants  of  those  who  came  as  sol¬ 
diers  with  the  Spaniards,  were  reported  as  residents  in  the  Caracas  region 
as  early  as  1594.  By  1666,  there  were  four  encomiendas  worked  by 

“Fray  Froylan  de  Rionegro,  (ed.).  Relaciones  de  las  misiones  de  los  pp. 
Capuchinos  en  las  antiguas  provincias  espaholas — hoy  RepubUca  de  Venezuela, 
1650-1717.  Seville,  1918.  Vol,  2.  p.  15. 

“  Fray  Froylan  de  Rionegro,  (ed.).  Misiones  des  los  Padres  Capuchinos. 
1646-1817.  Pontevedra,  1929.  pp.  143,  145,  147. 

“  Antonio  Caulin.  Historia  Corogrdfica,  Natural  y  Evangdlica  de  Nueva 
Andalucta.  Caracas,  1841,  (written  c.  1779).  p.  132. 

Padre  Joseph  Cumilla,  Historia  Natural,  Civil  y  Geogrdfica  de  las  naciones 
situadas  en  las  riveras  del  Rto  Orinoco.  Barcelona,  1791.  Vol.  1,  p.  158. 

"Caulin.  Op.  cit.  p.  313. 

“  Rionegro,  1929.  Op.  cit.  p.  235. 

“Castellanos.  Op.  cit.  p.  133. 

“Jose  Oviedo  y  Banos.  Historia  de  la  Conquista  y  Poblacidn  de  la  Provincia 
de  Venezuela.  Madrid,  1885,  (written  c.  1723).  Vol.  1.  pp.  230-231,  236-242, 
251-275,  349-359,  367-370. 

"  Op.  cit.  Vol.  2.  pp.  46-47. 
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Guayqueri  in  the  region  between  Caracas  and  Lake  Valencia.  In  1660, 
the  encomienda  near  Caracas  had  twenty-four  Indians.^^  Following 
1666,  no  further  reports  are  available  concerning  the  encomiendas  or 
their  Indians.  These  Guayqueri,  like  those  on  the  Orinoco,  lost  their 
identity  and  passed  from  the  pages  of  history,  but  though  dispersed 
they  continued  to  influence  the  composition  of  the  Venezuelan  popu¬ 
lation. 

Between  1568  and  1717,  Margarita  played  a  small  but  continuing 
role  in  the  conquest  of  Venezuela.  Margarita  provided  soldiers  and 
guides  for  Antonio  de  Berrio’s  exploration  and  settlement  (1588  to 
1597)  of  the  Orinoco  Valley.^^  In  1631,  Juan  de  Urpin  invaded  the 
mainland  and  founded  Nueva  Barcelona  (Barcelona)  with  people  from 
Margarita,  Caracas,  and  other  are\s.^^  About  85  years  later  (1717), 
some  of  the  original  settlers  of  Cumanacoa  were  Margaritehos?^  On 
several  occasions  people  were  recruited  from  Margarita  for  settlement 
in  the  lower  Orinoco  as  a  part  of  Spanish  attempts  to  check  Dutch  pene¬ 
tration  up  river  during  the  eighteenth  century.^® 

The  Spanish  authorities  began  the  colonizing  phase  of  movement 
from  Margarita  to  the  adjacent  mainland  probably  in  anticipation  of 
the  arrival  of  EngUsh  and  Dutch  privateers  in  the  coastal  waters  of 
eastern  Venezuela.^’  Sometime  around  1550,  Guayqueri  started  moving 
to  the  mainland  or  were  moved  there  by  the  Spaniards.  Certainly  by 
the  mid-sixteenth  century  circumstances  were  ripe  for  such  a  move. 
As  the  result  of  Spanish  expeditions  in  the  eastern  Venezuelan  mainland 
and  the  continued  depredations  of  the  Spaniards  from  Cubagua  the 
coastal  Indians  between  Paria  and  Piritu  were  virtually  exterminated.^® 
The  ranches  and  farms  established  on  the  Paria-Cumand  coast  by  the 
Cubagua  Spaniards  between  1520  and  1530  were  largely  abandoned 

**  Vicente  Ddvila  (ed.).  Encomiendos.  Archives  Nacional  de  Venezuela.  Caracas, 
1927.  Vol.  1.  pp.  33,  108,  143,  331,  334. 

**  Sir  Walter  Ralegh.  The  discoverie  of  the  large  and  bewtiful  Empire  of  Guiana. 
V.  T.  Harlow,  ed.  London,  1928.  pp.  95,  97,  101,  108,  123. 

“  Francisco  Alvarez  de  Villanueva.  Conversidn  en  Piritu  de  Indios  Cumanagofos 
y  Palenques.  Coleccidn  de  Libros  Raros  o  Curiosos  que  Tratan  de  America.  Madrid, 
1892.  Vol.  7.  p.  69. 

*Caulin.  Op.  cit.  p.  287. 

"  Venezuela.  Documents  relating  to  the  questions  of  boundary  between 
Venezuela  and  British  Guayana.  Wash.,  D.C.,  1896.  Vol.  1.  p.  219;  Vol.  3.  p.  81. 

Great  Britain.  Documents  and  Correspondence  relating  to  the  question  of 
Boundary  between  British  Guiana  and  Venezuela.  London,  1896.  Vol.  1.  pp.  128- 
129. 

"McCorkle,  1952.  Op.  cit.  p.  70. 

“  Hakluyt  Works,  Series  I,  Vol.  21.  History  of  the  New  World.  By  Girolamo 
Benzoni  (written  c.  1555).  p.  3. 

DIO.  Vol.  1.  pp.  560-563. 
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when  the  island’s  pearl  fisheries  ceased  producing  during  the  1530’s.  By 
1550,  the  coast  was  depopulated.  At  the  same  time  it  was  reported  that 
Margarita  had  a  large  number  of  Cuayqueri  Indians,  many  of  whom 
were  leaving  because  of  drought  and  poverty  on  the  island.*®  Doubt¬ 
less  they  were  encouraged  by  Spanish  officials  to  settle  in  the  empty 
coast  where  they  continued  to  give  the  Spaniards  loyal  service.  'The 
Indian  archers  who  assisted  the  Spaniards  in  driving  off  Ralegh’s  land¬ 
ing  party  at  Cumand  in  1595  were  probably  Guayqueri.®® 

By  the  mid  1660’s,  loyal  Guayqueri  were  settled  in  many  places  along 
the  Paria-Cumand  coast.  In  1678,  there  was  Hving  at  Cumand,  a  size¬ 
able  number  of  Guayqueri  especially  noted  for  their  loyal  services 
to  Spain.  In  1713,  they  were  settled  in  considerable  numbers  on  the 
coast  aroimd  Gumand  and  on  the  peninsula  of  Araya.®^  These  people 
constituted  a  large  garrison  of  auxiharies  permanently  settled  in  an 
emptied  coimtry  to  prevent  its  seizure  by  enemies  of  Spain.  Once  the 
coast  was  secure,  non-Guayqueri  Indians  came  in  or  were  brought 
in  and  these  were  joined  by  Spaniards.  However,  the  colonizing  Guay¬ 
queri  on  the  mainland  maintained  their  identity  to  a  high  degree.  They 
were  on  the  peninsula  of  Araya  as  a  distinct  group  in  1763;®*  and  in 
1783  those  in  Cumand  were  still  remembered  for  their  loyal  services.*® 
'The  mainland  Guayqueri  recognized  their  kinship  with  the  Indians  of 
Margarita  until  the  beginning  of  the  nineteenth  century  at  least.  At  that 
time  the  Cumand  and  Araya  Guayqueri  numbered  about  2,000.®^  As 
late  as  1833,  recognizable  groups  of  Guayqueri  were  still  reported  on 
the  mainland.  About  1,500  were  Uving  on  the  coast  of  Araya  and  along 
the  gulf  of  Cariaco  to  Cumand.  Some  400  Guayqueri  fishermen  and 
seamen  were  also  living  in  the  suburbs  of  Canipano.®®  Subsequently 
they  merged  with  the  rest  of  the  local  population,  and  today  there  is 
no  recognition  of  them  as  a  separate  group. 

'The  century  between  1715  and  1815  was  important  in  the  modem 
phase  of  migration  from  Margarita.  During  this  period  the  Spanish 
population  increased  and  the  difference  between  the  Guayqueri  and 
the  Spaniards  on  Margarita  diminished.  'There  gradually  evolved  the 
Margariteno.  'This  evolution  was  probably  more  the  development  of 

**  Guillermo  Mor6n.  Los  Orxgenes  Histdricos  de  Venezuela.  IntroducciSn  d 
sigh  XVI.  Madrid,  1954.  Vol.  1.  pp.  173-174,  210,  307. 

•“Ralegh.  Op.  cit.  pp.  130-131. 

“  Rionegro,  1918.  Op.  cit.  pp.  77,  114. 

“  Venezuela.  Documents,  Op.  cit.  Vol.  1.  pp.  26. 

“Venezuela.  Ministerio  de  Justicia,  Comisidn  Indigenista.  Fuero  Indigene 
Venezolano.  Caracas,  1954.  Part  1.  pp.  245-247. 

“  Alexander  von  Humboldt.  Personal  narrative  of  travels  of  the  equinoctid 
regions  of  America  during  the  years  1799-1804.  Trans.  Thomasina  Ross.  London, 
18.52-53.  Vol.  1.  pp.  154-1.55. 

“  Venezuela.  Boletin  del  Archive  Nacional.  1941.  Vols.  27-28.  pp.  130,  219. 
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an  attitude  or  a  frame  of  mind  rather  than  the  development  of  a  distinct 
ethnographic  type.  There  is  a  small  group  on  Margarita  today  claiming 
to  be  Guayqueri  —  yet  other  than  this  claim  they  can  in  no  way  be 
distinguished  from  their  neighbors.  Perhaps  as  a  result,  in  part,  of  his 
insular  home  and,  in  part,  of  his  Guayqueri  background,  the  Marga- 
riteho  has  a  special  quaUty;  he  is  proud  of  his  origin  and  has  the  feeling 
of  belonging  to  a  special  people,  he  is  shrewd,  honest  and  extremely 
industrious.  A  great  preponderance  of  the  population  on  Margarita 
thought  of  themselves  as  Margaritehos  by  the  beginning  of  the  War 
of  Independence  (c.  1815)  and  the  movement  of  the  mainland  had 
ceased  to  be  a  movement  of  a  racial  group  but  had  become  a  movement 
shared  by  all  the  island’s  inhabitants. 

Also,  during  the  century  between  1715  and  1815,  the  reason  for 
movement  from  Margarita  seems  to  have  changed.  People  now  setthng 
on  the  mainland  apparently  were  not  doing  so  for  mihtary  or  strategic 
purposes,  but  simply  represented  an  overflow  from  the  island.  Marga¬ 
rita,  with  a  semi-arid  climate,  has  repeatedly  been  subjected  to  drought. 
These  periods  of  hardship  doubtless  made  it  easier  for  Spanish  officials 
to  recruit  people  for  various  enterprises  on  the  mainland.  Eventually, 
however,  with  increasing  population,  surplus  islanders  started  moving 
to  the  mainland  seeking  a  new  home  of  their  own  accord. 

An  indication  of  this  movement  with  a  new  purpose  comes  from 
Carupano  during  the  mid-18th  century.  In  1745  the  town  had  a  pop¬ 
ulation  of  500;  by  1760  this  had  increased  to  928.  In  both  instances 
most  of  the  people  were  from  Margarita.^*  These  late  comers  from  the 
island  are  not  to  be  confused  with  the  Guayqueri  remnant  of  an  earlier 
migration  reported  as  living  on  the  outskirts  of  Carupano  in  1833. 
These  Guayqueri  were  indicated  as  a  separate  group  who  made  their 
living  as  seamen  and  fishermen.  The  near  doubling  of  Canipano’s  pop¬ 
ulation  in  15  years,  unlikely  through  natural  increase,  may  be  the  result 
of  a  steady  migration  of  people  from  Margarita. 

Following  the  War  of  Independence  (c.  1825)  islanders  began  to 
move  in  increasing  numbers  from  Margarita  into  eastern  Venezuela. 
The  basic  reason  for  the  movement  now  was  rising  population  and 
deteriorating  natural  resources.  The  numbers  involved  in  this  move¬ 
ment  are  not  known  but  there  was  a  continuous  flow  of  people  from 
Margarita  to  the  mainland  —  a  flow  that  increased  during  periods  of 
drought  on  the  island.*'^  The  migrants  were  mainly  men  and  while 

**  B.  Tavera-Acosta.  Historia  de  Carupano.  Primer  Tomo.  Caracas,  1930. 
pp.  24-27,  37. 

"  Andr^  A.  Level.  Esbozos  de  Venezuela:  Primero  Esbozo — La  Margarita 
(Estado  Nueva  Esparta).  Caracas,  1881.  pp.  9-10. 

Francisco  Javier  Yanes.  Historia  de  Margarita  y  observaciones  del  General 
Francisco  Esteban  Gdmez.  (written  c.  1830-1835).  Caracas,  1948.  pp.  183-186. 
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many  of  them  planned  to  return  following  a  period  of  employment  many 
others  remained  on  the  mainland.  A  preponderance  of  women,  because 
of  the  emigration  of  men  seeking  work,  is  an  old  circumstance  on  Marga¬ 
rita.  It  was  first  noticed,  to  my  knowledge,  in  1852.®*  In  1873,  there 
were  1,000  women  to  each  805  men,  as  against  a  national  average  of 
1,000  women  to  each  941  men.®*  By  1941,  the  figures  were  1,000  women 
to  990  men.*® 

During  most  of  the  century  between  1825  and  1925,  the  principal 
employment  on  the  mainland  was  as  agricultural  labor  and  the  volume 
of  movement  was  undoubtedly  held  down  by  the  limited  opportunities 
in  this  type  of  employment.  During  the  last  35  to  40  years,  however, 
the  movement  to  the  mainland  has  accelerated  because  of  the  disastrous 
depletion  of  the  island’s  resources.  The  greater  volume  of  migration 
has  been  possible  because  of  increased  opportunities  for  employment 
in  the  oil  fields,  both  in  western  and  in  eastern  Venezuela,  and  in 
construction  work.  Some  indication  of  the  steady  migration  is  given 
by  the  fact  that  the  population  increase  of  Margarita  lags  behind  that 
of  Venezuela  even  though  the  island  has  a  higher  rate  of  natural  in¬ 
crease  than  the  rest  of  the  country.  On  Margarita  the  birth  rate  is 
40/1000  and  the  death  rate  15/1000  as  compared  to  35  and  16  for 
Venezuela.*^  Between  1941  and  1950,  the  population  of  the  island 
increased  only  1  per  cent  while  that  of  all  Venezuela  increased  by  31 
per  cent.*®  It  is  reasonable  to  estimate  that  between  1941  and  1950 
there  has  been  a  net  migration  of  at  least  1,000  persons  a  year  to  the 
mainland. 

As  in  the  nineteenth  century,  quite  a  number  of  the  islanders  who 
leave  seeking  work  do  not  return  to  Margarita  but  settle  on  the  main¬ 
land.  How  many  islanders  and  their  descendants  now  live  on  the  main¬ 
land  is  not  known.  Senor  Renato  Rodriguez,  former  governor  of  the 
island,  estimates  that  the  number  is  in  excess  of  100,000.  This  number 
represents  only  the  result  of  the  modem  migration  that  has  occurred 
since  the  nineteenth  century  and  does  not  take  into  account  descendants 
of  the  earUer  migrations. 


**  Consejero  Lisboa.  Relacidn  de  un  Viaje  a  Venezuela,  Nueva  Granada  y 
Ecuador.  Caracas-Madrid,  1954,  (written  c.  1852).  p.  165. 

**  Manuel  Landaeta  Rosales.  Gran  recopiladdn  geogrdfica  estadistica  e  histdrica 
de  Venezuela.  Caracas,  1889.  Vol.  1.  p.  126. 

Venezuela:  Ministerio  de  Fomento,  Direccidn  General  de  Estadistica.  Sdptimo 
censo  nacional  de  poblacidn,  1941.  Caracas.  Vol.  III.  p.  384. 

“  United  States:  Dept,  of  Conunerce,  Bureau  of  the  Census.  Venezuela,  Sum- 
mary  of  Biostatistics.  Wash.,  D.C.,  1944.  pp.  58-59,  69. 

**  Venezuela:  Ministerio  de  Fomento,  Direccidn  General  de  Estadistica.  Octavo 
censo  general  de  poblacidn,  1950.  Caracas,  Vol.  VIII.  pp.  iv-v. 
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For  four  and  one-half  centuries  Margarita  Island  has  been  an  area 
of  out-migration  providing  a  source  of  population  for  mainland  Vene¬ 
zuela.  Occurring  for  different  reasons  at  different  times  the  migra¬ 
tions  have  spread  people  from  Margarita  far  and  wide  over  Venezuela. 
The  descendants  of  these  migrants  from  Margarita  probably  have 
heavily  influenced  considerable  proportions  of  the  modem  population 
of  Venezuela  —  and  especially  so  along  the  northeast  coast.  These 
long  continued  movements  from  Margarita  Island  have  provided  Vene¬ 
zuela  with  the  basis  for  a  substantial  amount  of  her  population. 

The  modem  Margariteho  is  an  important  factor  in  Venezuela.  Be¬ 
cause  of  his  industry  and  sense  of  responsibihty  the  Margariteho  is 
highly  regarded  as  an  employee,  and  frequently  becomes  foreman  or 
boss  of  a  labor  gang.  Margaritehos  have  had,  and  have,  an  important 
place  in  the  labor  force  of  Venezuela.  The  islander  is  fmgal  and  may 
invest  his  savings  in  a  small  business,  which  frequently  is  successful 
and  expands  until  the  enterprise  satisfies  local  demands.  Then,  not 
infrequently  he  will  diversify  by  starting  new  businesses.  Thus,  be¬ 
cause  of  their  industry  and  shrewdness,  Margaritehos  are  rapidly  as¬ 
suming  an  important  place  in  Venezuelan  commerce. 


THE  CHANGING  ROLE  OF  THE 
MILITARY  IN  LATIN  AMERICA 


Edwin  Lieuwen 

“A  new  Latin  America  is  rapidly  emerging”  —  this  has  been  the 
message  of  many  Hispanic- American  social  scientists.  The  traditional 
order,  under  which  a  landed  aristocracy,  a  praetorian  mihtary  caste, 
and  a  Cathohc  church  hierarchy  monopolized  power,  wealth,  prestige, 
and  influence,  is  crumbUng.  Society  is  in  a  state  of  upheaval;  politics 
is  being  revolutionized;  the  economy  is  undergoing  a  fundamental 
transformation;  new  institutional  forms  are  reshaping  the  environment. 

The  extent  and  intensity  of  change  among  the  various  Latin-American 
countries  has  been  imeven.  At  one  extreme  is  Mexico  whose  “new  look” 
strikes  nearly  all  contemporary  observers.  Meanwhile,  neighboring 
Nicaragua  still  lives  in  the  nineteenth  century.  Despite  their  distinct 
identities,  however,  all  the  Latin-American  states  have  felt  the  impact 
of  fundamental  shifts  in  the  recent  world  environment. 

World  War  One  marked  the  beginning  of  the  end  of  the  old  system 
under  which  Latin  Americas  well-established  economic  and  social 
organization  was  firmly  tied  to  a  stable  old-world  order.  The  fractures 
in  the  neat  international  system  of  trade  and  diplomacy  precipitated  by 
the  1914-1918  upheaval  were  compounded  by  such  subsequent  crises 
as  the  Great  Depression,  World  War  Two,  and  the  Cold  War.  Added 
to  this  was  the  ideological  impact  of  Socialism,  Fascism,  Communism, 
and  New  Dealism,  all  of  which  helped  hasten  the  breakdown  of  the  old 
order. 

The  sense  of  insecurity  resulting  from  the  collapse  of  a  colonial-type 
conomic  system  under  which  Latin  America  exchanged  her  raw  ma¬ 
terials  for  manufactured  goods  stimulated  industrialization  and  diversifi¬ 
cation.  Social  change  became  a  by-product  of  the  economic,  for  as 
rural  labor  migrated  to  city  factories  and  offices  there  arose  a  new 
white-collar  class  and  an  organized  labor  force.  And  as  these  latter 
groups  grew  and  became  conscious  of  their  growing  political  strength, 
they  began  to  displace  the  traditional  groups  as  the  governing  class. 

The  modest  business  of  this  brief  paper  is  to  attempt  to  shed  light  on 
the  role  the  mihtary  have  been  playing  in  Latin  America’s  socio- 
pohtical  metamorphosis.  Focus  upon  the  armed  forces  is  especially 
important  since  in  most  of  the  twenty  republics  this  key  institution  has 
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been  —  and  still  is  —  the  arbiter  of  politics.  As  such,  its  voice  carries 
great  weight  in  social  and  economic  matters  as  well. 

I 

The  collapse  of  Spanish  authority  in  the  early  nineteenth  century 
ushered  in  an  era  of  predatory  militarism  in  Latin  America.  The  leaders 
of  the  revolutionary  armies  who  secured  independence  and  claimed  the 
credit  for  creation  and  consolidation  of  the  new  republics  emerged  as 
the  new  rulers.  Within  each  nation,  undisciplined,  ambitious,  local 
chieftains  vied  for  supreme  power.  Politics  became  the  plaything  of 
the  military.  For  more  than  a  generation,  nation  after  nation  was 
subjected  to  the  whims  of  army-officer  politicians  who  ruled  by  the 
sword,  perverted  justice,  pillaged  the  treasury.  Through  the  first  half 
of  the  nineteenth  century,  these  caudiUos  and  their  followers  lived,  with 
some  exceptions,  as  parasites  upon  the  society  they  were  supposed  to 
protect. 

A  common  assumption  has  been  that  this  militarism  represented  the 
rankest  kind  of  class  exploitation.  Who  is  not  familiar  with  the  story 
of  how  the  typical  landed  oligarch  provides  for  his  three  sons:  the 
first-bom  inherits  the  hacienda;  the  brilliant  second  son  becomes  a 
clergyman;  the  imbecillic  third  is  fit  only  for  an  army  career.  Yet  noth¬ 
ing  could  be  farther  from  the  tmth.  The  scions  of  the  propertied  elite 
simply  had  no  taste  for  the  hard  life  of  the  barracks.  Neither  did  they 
relish  risking  their  lives  in  the  cmde  jungle  of  politics.  Such  tasks  were 
left  to  the  clever,  ambitious  sons  of  the  unstable,  amorphous  middle 
groups.  For  the  latter,  an  army  career  provided  the  opportunity  to 
break  through  the  arbitrary  restrictions  of  the  old  order. 

Armed  forces  in  the  early  national  period  were  mainly  undisciplined 
armed  hordes  of  men,  whose  allegiance  went  to  the  best  officer-politician 
in  a  given  locality.  There  was  little  or  no  concept  of  a  military  career 
as  a  profession.  Rather  it  was  an  opportunity  to  shoot  one’s  way  into  a 
share  of  the  power,  wealth,  and  social  prestige  enjoyed  by  the  oligarchy. 

Military  caudillos  were  not  all  predatory  nor  equally  bad.  A  Ramon 
Castilla  or  a  Jos4  Antonio  Pdez  might  even  be  termed  a  progressive 
when  compared  with  a  Juan  Manuel  de  Rosas  or  an  Antonio  L6pez  de 
Santa  Anna.  However,  the  general  pattern  of  political  rule  until  about 
1860  in  most  Latin-American  republics  was  military,  and  more  often 
than  not  these  military  politicians  were  inclined  to  be  predatory  types. 

The  worst  excesses  of  militarism  began  to  die  out  in  the  major  coun¬ 
tries  during  the  latter  half  of  the  nineteenth  century,  and  governments 
became  progressively  more  civilian  in  character.  F.  Garcia  Calderdn, 
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influenced  by  the  theories  of  Spencer,  interpreted  this  transition  as  an 
inevitable,  evolutionary  law  of  history.  On  the  eve  of  World  War  One 
he  wrote:^ 

.  .  .  Invariably  we  find  the  sequence  to  two  periods,  one  military  and  one 
industrial  or  civil.  The  independence  realized,  the  rule  of  militarism  sets 
in  throughout  the  republics.  After  a  period  of  uncertain  duration  the 
military  caste  is  hmled  from  power,  or  abdicates  without  violence,  and 
economic  interests  become  supreme.  Politics  is  then  ruled  by  “civilism.” 

Whether  militarism  had  primarily  consumed  itself  through  its  own 
outrageous  excesses,  or  whether  rising  civilian  pohtical  forces  had  de¬ 
veloped  the  capacity  to  overcome  it,  cannot  be  vouchsafed  with  certainty. 
What  is  certain,  however,  is  that  much  of  Latin  America  began  to 
enter  a  new  epoch  in  the  latter  half  of  the  nineteenth  century.  The 
chaotic  after-effects  of  the  long  wars  for  independence  began  to  sub¬ 
side.  Political  experience  began  to  be  accumulated,  culture  diffused, 
illiteracy  reduced.  Immigrants  began  to  arrive.  A  heavy  influx  of 
foreign  capital  financed  construction  of  telegraph  lines  and  railroads. 
And  along  with  the  people,  capital,  and  technology  came  ideas,  as 
Latin  America  was  increasingly  Westernized. 

A  concomitant  development  was  the  decline  of  military  caudillism 
—  in  Chile  by  mid-century,  in  Argentina  after  1880,  in  Uruguay  and 
Colombia  at  the  turn  of  the  century.  Even  in  those  countries  where 
mihtarism  remained  dominant,  like  Ecuador,  Peru,  and  Venezuela,  less 
irresponsible  types  tended  to  gain  control.  And  in  Mexico,  Diaz 
crushed  the  military  anarchists,  disciplined  —  for  the  first  time  —  the 
armed  forces,  brought  about  order  (though  at  the  expense  of  liberty), 
and  paved  the  way  for  economic  development. 

It  was  inevitable,  as  mihtarism  decUned,  as  governments  became 
more  stable,  as  economic  development  progressed,  that  Latin  America's 
armed  forces  would  become  more  professional  bodies,  that  the  officer 
corps  would  concentrate  its  energies  more  and  more  on  the  development 
of  the  military  function  (as  opposed  to  the  political),  that  armies  would 
tend  to  become  the  tools  rather  than  the  masters  of  the  state. 

And  rising  professionalism  in  the  Latin-American  officer  corps  re¬ 
ceived  great  impetus  from  Europe.  It  was  part  of  the  general  Occiden¬ 
tal  impact  upon  the  area.  At  the  end  of  the  nineteenth  century,  French 
and  German  missions  began  introducing  their  modem  military  methods. 
They  also  helped  inculcate  a  professional  pride  and  esprit.  In  the 
vanguard  of  professionalism  was  the  Chilean  Army,  which  invited  a 

‘  F.  Garcia  Calderbn,  Latin  America:  Its  Rise  and  Progress  (London,  1913), 

p.  86. 


562 


Journal  of  Inter-American  Studies 


German  mission  in  1885,  and  Argentina  soon  followed  her  neighbor’s  i 
lead.  By  early  in  the  twentieth  century,  most  Latin-American  countries  [ 
were  being  serviced  by  European  mihtary  missions.  German  influence 
was  predominant  in  southern  South  America,  French  in  the  center  I 
(particularly  in  Brazil  and  Peru),  and  a  mixed  European  influence  pre-  I 
vailed  in  northern  South  America,  the  Caribbean,  and  Central  America.  > 
Of  course,  the  degree  of  increasing  professionalism  and  declining  mili-  i 
tarism  was  closely  related,  not  only  to  European  mission  influence,  but  ■ 
also  to  the  relative  stage  of  economic  development  and  pohtical  stability  t 
of  a  given  country.  ^ 

Indices  for  measuring  the  phenomenon  of  increasing  professionalism  | 
in  Latin  America’s  armed  forces  in  the  early  twentieth  century  are  i 
legion.  Objective  academic  requirements  for  entry  into  the  various  | 
military  academies  were  revised  steadily  upward,  and  the  military  edu-  [ 
cational  system  itself  underwent  periodic  improvements  in  most  coun-  I 
tries.  Also  military  staff  systems,  hitherto  unknown  in  Latin  America,  ! 
began  to  be  organized.  New  laws  and  regulations  requiring  professional  j 
expertise  and  merit  as  criteria  for  promotion  had  signal  effects  in  bring-  j 
ing  the  best  professionals  to  the  top  in  some  countries.  This  legislation 
also  reveals  determined  efforts  on  the  part  of  civihan  politicos  to  convert  | 
the  armed  forces  into  apohtical  professional  bodies  excluded  from  ex-  i 
ercising  any  function  aside  from  their  two  legitimate  mihtary  duties  of  t 
preserving  internal  order  and  defending  the  nation  against  external  * 
threats.  j 

With  the  gradual  elevation  of  the  career  in  arms  into  a  respectable  | 
profession,  better  types  went  into  it.  As  in  the  past,  the  new  cadets 
were  drawn  from  the  middle  groups,  but  increasing!)  the  rewards  were  j 
now  for  technical  expertise  and  devoted,  patriotic  service  rather  than 
for  political  opportunism  and  institutional  adventurism.  Increasingly, 
the  military  academies  in  the  more  advanced  countries  were  filled  with 
the  serious,  responsible  sons  of  growing  urban  professional  and  com¬ 
mercial  groups. 

II 

With  mihtarism  thus  definitely  on  the  wane,  with  professionalism 
on  the  rise,  it  is  small  wonder  that  the  writers  of  Garcia  Calder6n’s 
generation  believed  Latin  America  to  be  on  the  verge  of  ending  the 
curse  of  the  mihtary  in  pohtics.  At  the  time  of  World  War  One,  a 
declining  fraction  of  the  total  area  and  population  was  military  domi¬ 
nated,  and  by  1928,  only  six  Latin-American  countries  containing  but 
15  per  cent  of  the  total  population  were  ruled  by  military  presidents. 
'Then  abruptly,  following  the  onset  of  the  world  depression  in  1930,  the 
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trend  was  reversed.  There  occurred  a  striking  relapse  into  militarism. 
By  1936,  more  than  half  the  countries  and  nearly  half  the  total  popula¬ 
tion  were  under  the  heels  of  the  mihtary  caste  once  more.  Such 
regimes  were  frozen  in  power  during  most  of  World  War  Two.  Then 
towards  the  end  of  the  war  and  the  years  immediately  following,  the 
discrediting  of  military  fascism  and  all  forms  of  totalitarianism  helped 
bring  on  a  noticeable  thaw  in  Latin  America.  By  1947,  for  example, 
only  seven  out  of  twenty  governments  (but  with  about  half  the  total 
population)  were  ruled  by  military  presidents.  Then  following  the  out¬ 
break  of  the  Korean  War,  there  occurred  a  new  upsurge  in  mihtary 
rule.  The  twentieth-century  high  was  reached  in  1954,  when  13  out  of 
the  20  republics  were  ruled  by  military  presidents,  all  except  one  of 
whom  originally  came  to  power  by  armed  revolt. 

What  is  the  reason  for  this  sudden  resurgence  of  militarism  in  Latin- 
American  politics  during  the  past  generation?  Why  were  such  definite 
trends  away  from  it  suddenly  reversed?  The  basic  explanation  must  be 
sought  in  the  area’s  developing  social  crisis,  in  the  turmoil  and  up¬ 
heaval  resulting  from  the  progressive  twentieth-century  crumbling  of  the 
old  traditional  order.  In  the  resulting  political  chaos,  the  armed  forces 
were  provoked  to  intervene.  The  devoted  professionals  did  so  in  the 
name  of  their  legitimate  duty  to  preserve  internal  order;  the  latent  mili¬ 
tarists  did  so  for  motives  of  pohtical  opportunism.  Still  a  third  group 
of  military  idealists  —  men  determined  to  secure  social  justice  by  force 
—  competed  with  the  other  two. 

Over  the  past  five  yearS;  a  strong  anti-militaristic  trend  has  been 
running  in  Latin  America,  for  in  this  period  nine  countries  have  changed 
from  military  to  civilian  rule,  and  many  optimistic,  hberal,  democratic¬ 
ally-inclined  souls  believe  it  only  a  matter  of  a  brief  time  before  Latin 
America  will  be  forever  free  of  the  curse  of  militarism. 

It  behooves  objective  scholars  and  historians  to  take  a  more  cautious 
view  of  contemporary  political  reahties  in  Latin  America.  First  of  all, 
it  must  be  appreciated  that  the  recent  pronounced  trend  away  from 
presidents  in  uniform  does  not  mean  that  the  socio-political  role  of  the 
armed  forces  has  been  correspondingly  reduced.  On  the  contrary, 
armed  forces  of  Latin  America  continue  to  play  key  political  roles  in 
fourteen  of  the  twenty  republics.  Also,  an  examination  of  history  re¬ 
veals  the  current  ebb  in  military  dictatorship  is  but  a  cyclical  pheno¬ 
menon,  though  there  are  some  indications  of  a  long-term  secular  trend 
towards  civilian  rule. 

To  understand  fully  the  significance  of  the  role  the  armed  forces 
are  playing  in  contemporary  Latin  America,  historical  analysis  must 
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proceed  on  two  planes  —  the  political  and  the  social  —  which  are  not 
always  closely  correlated.  For  example,  an  ostensible  shift  of  pohtical 
power  to  a  civilian  from  a  mihtary  regime,  or  vice  versa,  does  not 
inevitably  mean  a  change  in  political  philosophy  or  orientation.  Also, 
the  issue  of  mihtary  rule  versus  democracy,  particularly  since  1930,  cuts 
across  the  issue  of  traditional  order  versus  social  reform. 

Ill 

It  is' dangerous  to  generalize  about  the  Latin- American  area  as  a 
whole,  or  any  regional  part  of  it,  for  the  contemporary  role  of  the 
mihtary  is  not  identical  in  any  two  countries.  At  the  one  extreme  is 
Costa  Rica,  which  abolished  its  army;  at  the  other  is  the  Dominican 
Repubhc  with  its  absolutist  mihtary  dictatorship.  In  between  there  are 
eighteen  gradations. 

It  is  possible,  however,  to  group  the  countries  into  pohtical  categor¬ 
ies.  The  twenty  republics  can  be  broken  down  into  three  groups, 
each  of  which  includes  about  one-third  of  the  total  number.*  In  one 
group  the  armed  forces  dominate  politics;  in  the  second  they  stand 
aside  from  pohtical  activity;  the  third  is  transitional.  In  the  pohtical 
and  non-political  groups,  the  role  of  the  armed  forces  is  well  defined 
and  stable.  In  the  transitional  group  a  struggle  is  going  on  between 
the  officers  who  want  to  run  the  government  and  those  who  want  to 
keep  hands  off.  In  both  the  pohtical  and  transitional  groups,  the  mih¬ 
tary  exercise  a  profound  influence  upon  the  problem  of  social  change 
and  reform;  in  the  non-political  group  the  armed  forces  affect  the  social 
problem  very  httle,  if  at  all. 

Countries  in  which  the  armed  forces,  traditionally  and  in  the  last 
analysis,  dominate  pohtics  include  the  Dominican  Republic,  Nicaragua, 
Paraguay,  El  Salvador,  Haiti,  Honduras,  and  perhaps  Panama.  These 
seven  countries  are  all  small;  combined  they  possess  only  8  per  cent 
of  Latin  America’s  population  and  only  4  per  cent  of  its  area. 

Ah  seven  have  tropical  chmates,  racially  heterogeneous  populations, 
high  rates  of  illiteracy,  low  per  capita  incomes,  and  primitive  agricul¬ 
tural  economies.  They  are  the  most  backward,  the  most  underdeveloped 
countries  in  Latin  America.  Their  social  structures  are  characterized 
by  a  high  degree  of  stratification.  Land  and  other  forms  of  wealth  are 
concentrated  in  the  hands  of  the  few;  the  middle  group  is  relatively 
small,  and  the  great  politically  inert  mass  of  the  population  exists  at 
a  bare  subsistence  level.  The  twentieth-century  popular  revolutionary 


*  I  am  unable  to  include  in  my  classification  the  present  Cuban  army. 
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stirrings  by  which  the  rest  of  Latin  America  has  been  deeply  affected 
have  hardly  been  felt  at  all  in  these  seven  coimtries.  Such  are  the  en¬ 
vironmental  conditions  in  which  irresponsible  militarism  thrives,  and 
militarism,  by  its  predatory  activities,  in  turn  exaggerates  the  depressing 
features  of  the  economic  and  social  milieu  in  which  it  operates. 

In  two  of  the  seven  countries  of  this  group  old-fashioned  caudiUismo 
still  flourishes.  The  most  primitive  type  is  found  in  the  Dominican 
Repubhc,  but  the  operations  of  the  Somoza  family  in  Nicaragua  are 
not  far  removed  from  it.  The  other  five  countries  in  this  group  are 
only  slightly  less  primitive  politically.  They  are  more  sophisticated 
only  in  the  sense  toat  their  military  regimes  are  not  so  exclusively  per¬ 
sonal.  The  countries  they  run  are  not  family  estates.  The  presidents 
have  to  rely  for  their  survival  on  the  solid  institutional  backing  of  the 
armed  forces.  Only  two  of  the  five  (Paraguay  and  El  Salvador)  have 
military  governments  today,  but  all  five  are  essentially  soldier  republics. 
Military  regimes  came  to  an  end  in  Honduras  as  recently  as  1957,  and 
in  Panama  in  1955,  while  in  Haiti  military  control  of  political  provinces 
has  been  nearly  exclusive  since  1950,  despite  the  1957  election  of  a 
civilian  president.  The  armed  forces  of  aU  five  nations  are  like  the 
Roman  Imperial  Guard.  They  intermittently  and  openly  take  power 
for  the  sake  of  their  institution.  These  modem  praetorians,  like  their 
forbears,  identify  themselves  with  no  particular  class  and  are  devoid 
of  any  discernible  social  philosophy.  Yet  they  are  a  conservative  force 
because  they  insist  upon  order,  preventing  reform-minded  elements 
from  creating  political  instability.  Invariably  they  react  negatively  when 
their  vested  institutional  interests  are  threatened  or  their  role  as  politi¬ 
cal  arbiter.  They  are  sometimes  willing  to  allow  a  civilian  to  occupy  the 
presidential  palace,  provided  he  makes  no  disturbing  changes. 

The  second  group  of  countries,  those  in  which  the  armed  forces  are 
in  transition  from  political  to  non-political  bodies,  include  Guatemala, 
Venezuela,  Pern,  Ecuador,  Argentina,  and  Brazil.  These  six  countries 
contain  over  60  per  cent  of  Latin  America’s  population,  more  than  70 
per  cent  of  its  area,  and  the  great  bulk  of  its  natural  resources. 

In  this  group  of  countries  a  most  serious  crisis  exists.  In  every  one 
the  revolutionary  stirrings  of  this  century,  the  demands  from  below  for 
political,  economic,  and  social  emancipation  have  been  deeply  felt.  In 
all  these  countries,  except  Pem,  reform-minded  military  elements  at 
one  time  or  another  after  1930,  allied  with  rising  popular  forces, 
laimched  successful  revolutions,  and  backed  programs  of  fundamental 
reform.  In  response  to  rightist  alarms  and  counter-pressures,  however, 
the  armed  forces  have  veered  politically  to  the  right  in  recent  years  and 
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accordingly  halted  labor-leftist  political  evolution  in  Ecuador  in  1947,  | 
in  Peru  and  Venezuela  in  1948,  in  Brazil  and  Guatemala  in  1954,  and  in  r 
Argentina  in  1955.  In  all  cases,  the  armed  forces  have  subsequently  | 
withdrawn  from  overt  political  activities,  but  in  all  six  countries  the  r 
role  of  the  military  still  looms  large  in  the  background.  This  is  be-  I 
cause  the  social  revolution,  still  unc-ompleted,  threatens  to  break  out  f 
again.  The  result  is  that  the  armed  forces  are  tom  in  three  directions. 
One  group  of  officers  wants  to  intervene  in  politics  to  conduct  a  hold-  I 
ing  action  to  resist  further  labor-leftist  evolution,  or  at  least  slow  it  \ 
down.  A  second  group  wants  to  leave  politics  to  the  civihans.  Some  I 


members  of  this  group  are  devoted  professionals;  others,  disillusioned 
over  the  failure  of  men  in  uniform  to  resolve  the  social  crisis,  simply 
want  at  this  time  to  eschew  politics  entirely.  The  third  group,  now 
everywhere  in  eclipse,  is  made  up  of  young  officers  biding  their  time 
to  identify  themselves  with  the  social  revolution,  to  lead  it  to  victory 
and  completion. 

The  armed  forces  in  these  six  countries  are  in  different  stages  of 
advancement  in  their  evolution  from  a  highly  pohtical  institution  to 
one  that  is  politically  neutral.  Brazil  and  Ecuador  appear  to  be  in  the 
middle  to  advanced  stages;  in  Argentina,  Guatemala,  Peru,  and  Vene¬ 
zuela,  the  process  is  only  beginning,  the  old  habits  of  predatory  mihtar- 
ism  being  merely  dormant  at  present.  In  the  latter  four  countries,  also, 
the  armed  forces  are  inclined  to  lag  farther  behind  the  popular  revolu¬ 
tion,  and  when  they  do  intervene  to  promote  it,  the  reaction  is  apt  to 
come  more  quickly  than  in  Ecuauoi'  or  Brazil.  In  these  four  countries, 
the  officers  who  avoid  pohtical  activities  are  more  nearly  equal  in 
strength  to  those  who  are  politically-inclined.  And  even  among  the 
latter,  in  Brazil  and  Ecuador,  there  appears  to  be  more  of  a  sense  of 
national  and  social  responsibihty  than  in  Venezuela,  Guatemala,  Peru, 
and  Argentina. 

The  final  group  includes  six  countries  in  which  the  armed  forces 
have  completed,  or  virtually  so,  their  transition  from  dominant  factors  in 


government  to  a  professional  status,  politically  neutral.  These  countries  ' 


contain  about  a  third  of  Latin  America’s  population,  a  quarter  of  its  I 
area.  They  range  from  big  Mexico  to  tiny  Gosta  Rica.  Included  in  the  ! 
group  are  white  countries  (Uruguay,  Chile,  and  Costa  Rica),  Indian  j 
countries  (Bohvia  and  Mexico),  and  a  mestizo  country  (Colombia).  I 
These  six  countries  are  of  particular  importance,  because  they  are  among  1 
the  most  democratic  politically,  which  is  both  a  cause  and  a  result  of  I 
the  absence  of  mihtarism.  They  set  an  example;  they  point  the  way  for  i! 
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other  Latin-American  nations  to  follow  towards  orderly  solutions  of 
grave  national  problems. 

In  the  two  countries  in  this  group  where  the  social  crisis  still  awaits 
resolution  (Chile  and  Colombia),  the  armed  forces  occupy  a  unique 
position,  politically.  They  are  autonomous  bodies,  dominated  and  con¬ 
trolled  by  devoted  professional  officers.  The  latter  do  not  espouse  the 
cause  of  any  class  nor  do  they  express  any  social  or  political  philosophy. 
The  armed  forces  of  Chile  and  Colombia  are  not  under  the  control  of 
the  civilian  governments.  The  military's  representative  in  the  govern¬ 
ment,  the  Defense  Minister,  makes  it  understood  that  the  armed  forces’ 
customary  20-25  per  cent  of  the  budget  must  not  be  revised  downward. 
A  sort  of  gentleman’s  agreement  exists.  If  the ‘government  allows  the 
armed  forces  to  function  unmolested  and  to  look  after  their  own  affairs, 
it  need  have  no  fear  they  will  seize  control. 

In  four  of  these  countries  the  basic  problem  of  bringing  the  masses 
into  the  body  politic  has  been  largely  resolved,  in  Mexico  and  Bolivia  by 
violent  revolution,  in  Costa  Rica  and  Uruguay  by  peaceful  evolution. 
Only  in  these  four  Latin-American  countries  can  it  be  said  that  the 
armed  forces  are  under  the  control  of  the  civilian  authorities.  Only  in 
Mexico,  Bolivia,  Costa  Rica,  and  Uruguay  can  presidents  call  erring 
officers  to  order.  Here  the  professionals  are  dominant  in  the  armed 
forces,  and  militarism  is  rendered  further  impotent  by  strong,  loyal 
police  forces  plus  an  effective  labor  coimterpoise.  The  most  revealing 
indication  of  civilian  political  dominance  is  to  be  found  in  the  budget 
figures.  In  these  countries  the  armed  forces  get  appreciably  less  than 
the  customary  20-25  per  cent  of  the  national  revenue.  In  Bolivia  they 
get  only  15  per  cent,  in  Mexico  12,  in  Uruguay  11,  and  in  Costa  Rica 
nothing. 

What  has  been  the  role  of  Latin  America’s  armies  over  the  past 
thirty  years?  On  balance,  they  have  been  a  conservative  force  which 
has  resisted  political  change  and  which  has  conducted  a  holding  action 
against  social  transformation.  Despite  the  notoriety  of  such  army- 
officer  revolutionaries  like  Per6n  in  Argentina,  Arbenz  in  Guatemala, 
and  the  “tenentes”  in  Brazil,  military  reformers  in  Latin-American  poli¬ 
tics  have  been  the  exception  rather  than  the  rule  since  1930.  Of  the  56 
career  officers  who  have  held  presidential  office  in  the  various  Latin- 
American  countries  over  the  past  thirty  years,  only  about  one-quarter 
can  be  classed  as  active  proponents  of  social  change  and  fundamental 
reform.  Military  reformers,  like  any  other  reformers,  can  thrive  only 
in  propitious  local  and  world  environments.  In  the  1930’s,  during  the 
world  economic  crisis,  they  were  especially  active.  Then  the  trend 
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moderated  noticeably  with  World  War  Two,  following  which  there  was 
a  brief  flurry  of  mihtary-backed  hberal  and  reform  activity.  But  since 
Korea,  the  trend  in  Latin  America  in  the  armed  forces  has  been  away 
from  any  sort  of  social  radicahsm.  There  are  no  military  reform 
regimes  —  unless  one  counts  Fidel  Castro’s  revolutionary  army  in  Cuba 
as  such  —  on  the  Latin  American  pohtical  scene  today. 
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THE  CHANGING  ROLE  OF  THE 
MILITARY  IN  ARGENTINA 


Robert  A.  Potash 

The  Argentine  military  emerged  as  a  major  political  force  with  its 
overthrow  of  the  Irigoyen  government  in  September,  1930.  It  remains 
an  active  political  force  to  this  day.  The  role  the  military  has  played 
during  this  period  has  varied  in  terms  of  the  specific  objectives  sought, 
the  methods  used,  and  the  intensity  of  its  action,  but  at  no  time  did  it 
cease  to  be  a  political  force,  at  no  time  have  the  governing  authorities 
whether  military  or  civilian  been  able  to  discoimt  its  desires  or  demands. 
The  purpose  of  this  paper  is  to  analyze  the  nature  of  the  role  the  military 
played  between  1930  and  1958  and  to  attempt  an  assessment  of  its  more 
recent  activities.  As  used  in  this  paper,  the  term  “military”  will  refer 
to  the  officers,  active  and  retired,  of  the  three  armed  services.  The  one- 
year  conscripts  who  have  comprised  the  bulk  of  the  enlisted  men  in  the 
army  and  a  substantial  part  of  those  of  the  navy  and  air  force  have 
never  been  initiators  of  political  action.  The  non-commissioned  officers 
have  also  played  an  insignificant  role  save  in  the  Per6n  era  when  benefi¬ 
cial  treatment  accorded  them  created  special  ties  of  loyalty  to  the  dicta¬ 
tor  that  paid  off  diuing  the  abortive  1951  revolt  led  by  General  Menen- 
dez.  Pro-Peronist  non-commissioned  officers  also  took  an  active  part  in 
the  numerous  conspiracies  that  plagued  the  existence  of  the  Provisional 
Government  in  the  first  year  after  Perdn’s  ouster,  but  most  of  these  were 
weeded  out  in  1956-57.  Today  there  is  little  evidence  of  organized  poli¬ 
tical  activity  at  this  level.  With  this  exception,  then,  we  shall  be  con¬ 
cerned  with  the  role  of  the  officers. 

The  military  uprising  of  September,  1930,  the  first  attempt  at  forcible 
overthrow  of  an  Argentine  government  since  1905,  and  the  first  to  suc¬ 
ceed  since  1862,  was  the  work  of  a  small  group  of  high-ranking  army 
officers  aided  and  abetted  by  anti-Irigoyen  civilian  political  elements. 
The  actual  ouster  was  executed  by  a  small  force  whose  nucleus  was  the 
entire  personnel,  cadets  and  teachers,  of  the  Military  College.  Tacit 
support  for  the  uprising  was  provided,  however,  by  the  inaction  of  the 
rest  of  the  armed  forces  who  in  the  Buenos  Aires  area  alone  outnum¬ 
bered  the  revolutionaries  several-fold.  Theii-  failure  to  act  in  defense 
of  the  threatened  regime  demonstrated  that  it  had  in  fact  lost  the  con- 
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fidence  of  the  aimed  forces,  as  the  rebel  military  leaders  confidently 
claimed  in  their  original  proclamation. 

While  the  ouster  of  the  Irigoyen  regime  proved  to  be  ridiculously 
easy,  subsequent  events  demonstrated  that  the  military  had  no  common 
program  and  that  the  problem  of  what  to  do  with  the  power  it  had 
seized  was  much  more  difficult  of  solution  than  that  of  planning  and 
executing  the  revolt  itself.  A  basic  difficulty  lay  in  the  divergence  of 
objectives  sought  by  the  revolutionary  officers  themselves.  Dissident 
groups  of  varying  orientation  had  joined  in  the  anti-Irigoyen  conspiracy, 
but  once  its  goal  was  accomplished  the  unity  of  the  movement  broke 
down. 

The  more  extreme  elements  within  the  ranks  of  the  revolutionaries 
looked  for  leadership  to  General  Uriburu  himself,  at  least  until  his  as¬ 
sumption  of  presidential  powers.  Uriburu  shared  the  views  advocated 
by  Aese  anti-Liberal,  Fascist-influenced,  nationalist  groups  (that  had 
grown  up  in  the  late  1920’s)  to  the  effect  that  the  Army  should  be  the 
instrument  for  effecting  basic  retorms  in  existing  political  institutions. 

^  Universal  suffrage,  the  secret  ballot,  and  the  Sdenz  Pena  electoral  law,  in 
their  view,  had  led  only  to  demagoguery,  corruption,  and  a  loss  of  moral 

V  values.  In  their  view,  the  solution  lay  in  abandoning  institutions  copied 
from  the  United  States  and  in  introducing  a  political  system  based  on 
corporate  representation,  a  restricted  electorate,  and  the  rule  of  an  dlite. 

While  this  program  had  the  support  of  a  number  of  officers,  the  bulk 
of  the  military,  including  the  navy,  were  not  prepared  to  accept  so  radi¬ 
cal  a  break  with  tradition,  or  the  indefinite  dictatorship  its  implementa¬ 
tion  would  require.  Particularly  opposed  to  it  were  the  officers  aligned 
with  Alvear’s  former  War  Minister,  General  Justo,  who  had  played  an 
ambiguous  role  in  the  anti-Irigoyen  revolution,  but  whose  primary 
objective  once  that  government  was  ousted  was  to  have  himself  elected 
to  the  presidency  through  the  support  of  the  former  opposition  political 
parties.  General  Uriburu,  unable  to  implement  his  own  program  but 
determined  to  prevent  the  retiim  of  the  Radicals  to  power,  reluctantly 
agreed  to  liquidate  the  revolution  in  a  fraudulent  election  that  enabled 
General  Justo  to  fulfill  his  presidential  ambitions.  The  irony  was  that  the 
military,  having  left  its  barracks  professedly  to  restore  a  national  dignity 
threatened  by  the  political  excesses  and  ineptitudes  of  the  Irigoyen  ad¬ 
ministration  had  succeeded  only  in  becoming  the  accessory  to  a  lowering 
of  political  morality  and  a  reintroduction  of  the  worst  political  practices 
of  the  past. 

The  role  of  the  Argentine  military  between  1932  and  1943  is  at  once 
more  obscure  and  less  dramatic  than  it  was  before  and  after  those 
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dates.  As  constitutional  president.  General  Justo  sought  to  emphasize 
the  civiUan  character  of  his  administration  and  his  remoteness  from  those 
who  had  given  him  power.  Nevertheless,  in  his  first  two  years  in  office 
he  had  to  cope  with  a  series  of  Radical-inspired  coups,  mostly  of  minor 
importance  although  that  of  December,  1933,  extended  into  several 
provinces,  but  all  of  which  were  readily  suppressed.  Justo’s  prestige  as 
an  officer  and  the  loyalty  of  his  personal  chque  within  the  army  also 
enabled  him  to  maintain  effective  control  over  the  centers  of  Fascist 
and  Nazi  influence  that  were  growing  among  its  officers  in  the  mid- 
1930  s.  The  exact  extent  and  significance  of  this  ideological  penetra¬ 
tion  among  the  officer  class  is  a  subject  that  requires  study;  but  there 
can  be  httle  doubt  that  it  grew  to  substantial  proportions  under  the 
impact  of  European  events  and  that  it  played  an  influential  role  in 
shaping  the  poUcies  of  the  Castillo  administration  and  in  the  decision 
of  the  military  to  resume  direct  political  control  of  the  nation  in  June, 
1943. 

The  ouster  of  the  Castillo  government  was  the  product  of  an  Argen¬ 
tine  militarism  more  mature  and  more  naked  than  that  which  overthrew  ' 
Irigoyen  thirteen  years  before.  Organized  by  the  Minister  of  War  him¬ 
self,  General  Ramirez,  and  agreed  upon  by  the  major  imit  commanders 
meeting  at  the  Campo  de  Mayo  garrison,  the  movement  was  neither 
disguised  nor  accompanied  by  civihan  participation.  The  army  had 
decided  that  the  corrupt  and,  from  their  viewpoint,  because  of  the  failure 
to  obtain  armaments,  ineffectual,  Castillo  administration  had  outlived 
its  usefulness  and  now  proposed  to  govern  in  its  own  right. 

The  decision  to  act,  however,  was  not  an  expression  of  general  agree¬ 
ment  to  a  specific  program  for  the  future  military  government,  but  the 
intersecting  point  at  which  the  ambitions  and  plans  of  various  officers 
and  factions  came  together.  The  inevitable  result  was  that  from  the 
moment  the  Casa  Rosada  was  occupied  there  ensued  an  internal  struggle 
for  power,  a  struggle  that  was  to  continue  intermittently  for  over  two 
years  until,  through  the  creation  of  an  effective  counterpoise  to  military  — 
power  in  the  form  of  labor  unions  loyal  to  himself,  Juan  Per6n  assumed 
complete  control. 

This  control,  however,  rested  on  more  than  the  adherence  of  captive 
labor  unions;  it  reflected  the  active  support  given  to  Colonel  Per6n  and 
his  pohcies  by  substantial  elements  in  the  army  and  certain  sectors  of  the 
navy.  Responsibility  for  the  social  and  economic  revolution  that  took 
place  in  Argentina  during  the  nearly  three  years  between  Castillo's 
ouster  and  Perdn’s  election  to  the  presidency  thus  rests  in  no  small 
degree  with  the  military.  The  fact  that  conservative  officers  opposed  the 
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trend  and  sought  unsuccessfully  in  September  and  October,  1945,  to  [ 
reverse  it,  merely  serves  to  emphasize  the  positive  role  of  coUaboraticn  \ 
and  support  which  other  sectors  of  the  military  provided.  Their  intent,  1 
to  be  sure,  was  not  to  elevate  labor  into  an  independent  political  force, 
but  rather  through  a  program  of  material  benefits  and  social  security  to  Ij 
create  a  contented  laboring  mass  willing  to  cooperate  with  their  plans 
for  an  industrialized  and  militarily  more  powerful  Argentina. 

While  Perdn's  election  in  1946,  like  that  of  General  Justo  in  1931,  I 
served  as  a  guarantee  of  continued  influence  for  the  Argentine  military,  | 
it  should  be  emphasized  that  the  Justo  election  was  a  response  to  the 
weight  of  conservative  forces  within  the  military  and  without,  whereas  | 
Perdn’s  election  represented  a  victory  for  the  more  radical  elements  both  j! 
in  and  out  of  uniform.  In  both  instances,  the  Argentine  armed  forces  j 
had  overthrown  a  civilian  government  and  in  both  the  power  acquired  [ 
through  revolution  was  transferred  via  elections  to  a  president  from  j 
their  own  ranks.  But  whereas  the  Justo  election  was  engineered  through  I 
""  fraud  and  contempt  for  the  popular  will,  the  election  of  Perdn  was  i 
secured  by  a  military  government  catering  demagogically  to  the  discon¬ 
tent  of  the  masses.  A  pattern  for  the  future  Nassers  and  Kassems  was 
being  worked  out  here. 

The  Perdn  regime,  it  is  generally  agreed,  rested  basically  on  the  twin  i 
supports  of  organized  labor  and  the  armed  forces.  For  the  military  this  I 
partnership  in  power  was  never  a  comfortable  one  even  for  those  officen 
who  had  earlier  encouraged  the  program  of  social  reform.  For  what 
they  had  apparently  failed  to  see  was  that  even  a  captive  labor  move¬ 
ment  can  generate  political  power.  The  growth  of  this  power  und« 
the  deliberate  sponsorship  of  Eva  Perdn,  the  unrestrained  political  am-  I 
bitions  of  this  remarkable  woman,  and  the  ill-disguised  corruption  of  * 
some  of  Perdn’s  closest  collaborators,  were  the  principal  causes  of  the  [ 
disaffection  that  spread  among  the  officer  class  and  which  culminated  in  | 
the  abortive  coup  of  September,  1951.  Despite  the  extensive  purge  of  * 
officers  that  followed  and  the  death  of  Evita  ten  months  later,  Perdn  | 
never  fully  regained  the  wholehearted  support  of  the  army  leadership.  | 
Through  such  devices  as  periodic  purges,  the  appointment  of  personal  | 
followers  to  positions  of  command,  the  distribution  of  automobile  import  jj 
permits  and  other  perquisites  to  supplement  military  salaries,  and  the 
opening  of  officer  ranks  to  enlist  men,  Perdn  managed  to  maintain  con¬ 
trol  over  the  military  establishment  until  1955;  but  elements  of  discon¬ 
tent  persisted  and  new  elements  appeared  awaiting  the  appropriate 
moment  to  unite  and  burst  into  action. 
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That  moment  came  in  September,  1955,  and  for  the  third  time  in  25 
years  the  Argentine  military  overturned  the  constituted  government. 

In  so  doing  it  acted  neither  as  the  instnunent  of  discredited  minority 
pohtical  groups  as  in  1930,  nor  as  the  essentially  self-centered,  nationalist 
and  totalitarian-oriented  force  of  1943.  Rather  it  acted  in  harmony 
with  broad  but  heterogeneous  sectors  of  civilian  opinion  that  for  various  ^ 
reasons  had  come  to  oppose  Per6n  and  whose  common  aspiration  was 
the  destruction  of  his  dictatorship.  In  resorting  to  force  the  military 
to  be  sure  was  responding  also  to  its  own  grievances  against  the  regime. 
These  included  its  basic  longstanding  resentment  of  labor’s  influential 
role;  the  widespread  corruption;  the  use  of  espionage  and  intimidation 
by  the  regime;  the  belief  that  Peron  was  leading  Argentina  to  economic 
ruin  and  the  belief  that  by  his  undignified  personal  behavior  as  well  as 
by  his  policies,  Per6n  was  discrediting  Argentina  in  the  eyes  of  the 
world.  However,  in  its  decision  to  act  in  September,  1955,  the  military 
was  sharing  to  a  greater  degree  than  ever  before  civilian  attitudes  of  out¬ 
rage  and  resentment  against  the  regime.  For  Per6n  by  his  anti-Church 
measures  and  his  petroleum  policy  had  provided  issues,  religious  and 
nationalistic,  of  such  emotional  intensity  as  to  arouse  civilians  and  mili¬ 
tary  in  a  common  reaction  and  make  possible  a  united  effort  on  the  part 
of  pohtically  disparate  groups. 

The  1955  Revolution  differed  from  its  predecessors  in  still  other 
ways.  It  was  not  a  swift  and  relatively  bloodless  military  coup,  but  a 
geographically  widespread  movement  in  which  all  three  services  as  well 
as  small  civilian  groups  took  part,  and  in  which  the  destruction  of  life 
and  property  resembled  that  of  civil  war.  Another  difference  was  the 
role  of  the  navy,  previously  a  minor  force  in  Argentine  politics.  In 
1955,  it  went  over  en  masse  to  the  Revolution  and  made  a  decisive  con¬ 
tribution  to  its  success. 

Although  the  leaders  of  the  September,  1955,  Revolution  had  pro¬ 
claimed  that  it  was  “carried  out  not  for  the  benefit  of  parties,  classes 
or  trends,  but  to  re-establish  the  power  of  law,”  the  direct  result  was  the 
creation  of  a  provisional  government  dominated  by  the  armed  forces. 
To  be  sure,  civilian  collaboration  was  sought,  in  the  cabinet  and  through 
a  special  consultative  body  in  which  the  anti-Peronist  parties  could  ex¬ 
press  their  views;  but  ultimate  responsibility  for  policy  rested  with  a 
miUtary  junta  representing  the  military  services. 

Under  the  weight  of  this  responsibility,  the  Argentine  armed  forces 
became  increasingly  politicized.  Officers  were  assigned  to  direct  the 
provincial  governments  and  various  state  agencies,  and  to  serve  as  in- 
terventors  in  a  wide  range  of  organizations  including  the  labor  unions. 
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More  significant,  the  orientation  of  the  government  and  the  adoption 
of  specific  pohcies  became  matters  of  debate  not  only  for  the  ruling 
mihtary  junta  but  for  more  or  less  organized  groups  of  junior  officen 
who  sought  to  exert  pressure  on  their  superiors.  With  various  shades 
of  pohtical  opinion  reflected  within  the  services,  especially  the  Army, 
and  with  the  inevitable  inter-service  rivalries,  the  military  junta  took 
on  the  attributes  of  a  coalition  government  with  groups  of  officen 
substituting  for  political  parties. 
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The  danger  in  this  situation  for  the  long-run  stability  of  Argentine 
pohtical  life  and  for  the  futiu'e  of  the  mihtary  institutions  themselves 
was  recognized  by  a  considerable  group  in  aU  three  services.  These 
officers,  headed  by  the  Provisional  President  General  Aramburu,  were 
determined  to  restore  both  constitutional  government  and  civilian  con¬ 
trol.  Accordingly,  in  the  early  months  of  the  regime,  they  committed 
it  to  a  policy  of  holding  free  and  impartial  elections  in  which  no  officer 
of  the  armed  forces  could  present  his  candidacy.  Despite  the  pressures 
from  sectors  that  would  have  preferred  the  indefinite  continuation  of 
mihtary  rule,  it  was  this  pohcy  that  ultimately  prevailed.  Thus,  in  sharp 
contrast  to  the  two  previous  occasions  when  the  armed  forces  had  seized 
power,  the  pohtical  succession  went  to  a  civilian  and  moreover  to  a 
civihan  who  had  been  a  bitter  critic  of  the  provisional  regime. 

The  acceptance  by  the  mihtary  of  the  Frondizi  presidency  despite 
the  apprehensions  aroused  in  its  circles  by  his  pohtical  orientation  and 
campaign  tactics,  can  and  perhaps  ought  to  be  interpreted  as  evidence 
of  the  military's  increased  commitment  to  constitutionalism.  Certainly 
there  can  be  no  doubt  of  the  sincerity  and  dedication  with  which  Pro¬ 
visional  President  General  Aramburu  rejected  alternative  courses  and 
insisted  on  fulfilhng  the  pledges  he  had  solemnly  given  on  behalf  of 
the  armed  forces.  But  the  realization  of  this  constitutionalist  and 
civilianist  solution  to  the  power  transfer  problem  was  also  fostered  by 
shifts  in  the  mihtary  balance  of  power.  This  refers  to  the  growth  in 
physical  power  of  the  Argentine  Navy  that  took  place  in  the  two  yean 
after  the  1955  Revolution  and  to  its  unwillingness  to  accept  either  the 
prolongation  of  military  rule,  which  would  have  necessitated  the  ouster 
of  Aramburu  and  the  creation  of  an  army  dictatorship,  or  the  election 
of  a  general  to  the  presidency  as  happened  in  1931  and  1946.  The  insti¬ 
tutional  interests  of  the  navy  thus  favored  the  course  which  constitution¬ 
alist-minded  officers  of  all  three  services  preferred. 

The  Frondizi  administration  inherited  the  legacy  of  a  military  estab¬ 
lishment  accustomed  to  participating  in  political  decisions.  The  adjust¬ 
ment  of  the  military  to  the  new  status  created  by  the  resumption  of 
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civilian  rule  would  probably  have  been  difficult  under  any  circum¬ 
stances.  But  the  fact  that  the  President  had  come  to  power  with  support 
from  Peronists,  Nationalists,  and  Communists,  all  of  whom  had  been  in 
opposition  to  the  Provisional  Government,  encouraged  the  military  to 
assume  the  role  of  guardian  of  the  Liberating  Revolution.  In  this  capac¬ 
ity,  the  military  has  not  hesitated  to  exert  pressure  on  the  President 
while  at  the  same  time  seeking  to  maintain  a  maximum  of  independence 
from  political  control. 

Since  the  key  officials  linking  the  administration  to  the  armed  forces 
are  the  respective  mihtary  ministers,  it  is  not  accidental  that  the  major 
military  crises  since  May,  1958,  have  involved  the  appointment  or  re¬ 
tention  of  these  ministers.  For  despite  the  constitutional  provision 
which  makes  the  appointment  and  removal  of  cabinet  ministers  a  prero¬ 
gative  of  the  President,  the  military  has  enforced  a  de  facto  amendment 
which  subordinates  this  prerogative  to  the  consent  of  the  ranking  officers 
and  stipulates,  moreover,  that  in  order  for  an  incumbent  to  retain  his 
position  he  must  reflect  their  views  and  avoid  subservience  to  the 
President. 

The  Argentine  military  thus  continues  to  play  a  political  role  despite 
its  acceptance  of  a  civilian  president.  It  may  be  argued  that  such  a  role 
is  forced  upon  it  by  the  failure  of  the  Argentine  political  system  to  de¬ 
velop  effective  checks  on  the  powers  of  the  President.  The  extreme 
centralization  of  authority  in  his  hands  and  the  inability  of  either  the 
Congress  or  the  provincial  governments,  whether  under  Irigoyen,  Per6n, 
or  Frondizi,  to  exercise  real  independence  have  led  the  armed  forces  to 
assume  a  self-appointed  role  as  tlie  balance  in  the  political  system.  For 
the  present,  that  role  seems  to  consist  of  watchful  waiting  and  intermit¬ 
tent  intervention  in  political  decisions,  but  the  dangers  in  such  a  situa¬ 
tion  for  maintenance  of  political  stability  are  obvious.  Moreover,  in 
view  of  the  factionalism  and  divisions  that  exist  within  the  military 
services,  especially  the  army,  their  insistence  that  the  militarv  minister 
be  responsible  to  his  subordinates  permits  intra-institutional  differences 
to  be  magnified  into  national  crises. 

BIBLIOGRAPHICAL  NOTE 

This  paper  embodies  tentative  conclusions  arrived  at  through  reading  of  selected 
Argentine  newspapers,  memoirs,  chronicles,  and  secondary  works,  and  of  the 
standard  English-language  and  other  non-Argentine  works  on  recent  political  history. 
Among  the  most  useful  Argentine  sources  were:  General  Jos^  Maria  Sarobe,  Mcm- 
Of’fls  snhre  la  revolucidn  de  6  de  sepHembre  de  1930  (Buenos  Aires,  IQiV);  Rear 
Admiral  Guillermo  D.  Plater,  Una  gran  leccidn  (La  Plata,  19'>6);  Ernesto  Palacio, 
Historia  de  la  Argentina  (1515-1938)  (Buenos  Aires,  1954);  Jose  Luis  Romero,  Lms 
ideas  politicos  en  Argentina  (Mexico,  1946);  and  Manuel  Coldstraj,  Anns  y  errores 
(Buenos  Aires,  1957),  the  memoirs  of  a  former  Radical  Party  leader  and  secretary 
to  ex-President  Alvear.  Of  the  non-Argentine  sources  consulted,  Nuestros  vecinos 
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justicialistas  (10th  ed.,  Santiago,  1955)  by  the  Chilean,  Alejandro  Magnet,  contributed 
helpful  data  as  did  Ysabel  Rennie,  The  Argentine  Republic  (New  York,  1945); 
Robert  J.  Alexander,  The  Perdn  Era  (New  York,  1951);  Arthur  P.  Whitaker,  The 
United  States  and  Argentina  (Cambridge,  1954);  and  George  Pendle,  Argentina 
(London  and  New  York,  1955). 


INTERAMERICANA 


) 


La  University  Intemazionale  Degli  Studi  Sociale,  de  Roma,  ha  abierto  el  se- 
gundo  concurso  para  un  premio  consistente  en  500,000  liras,  para  el  mejor  tra- 
bajo  cientifico,  inedito,  sobre  el  tema:  Posibilidades  de  una  integracidn  econyttflca 
entre  los  paises  latino-americanos.  Sns  reflejos  sobre  el  intercambio  e<:tni6mico- 
financiero  y  comercial  con  los  paises  de  Europa”. 


Los  trabajos  deben  ser  presentados  a  la  Secretaria  del  Concurso,  en  el  Ins¬ 
titute  Brasileho  de  Estudios  Latino- Americanos  de  la  Universita  Intemazionale, 
Viale  Pola  12,  Roma,  antes  del  15  de  abril  de  1962,  y  comprenderan  un  minimo 
de  100  pigfnas  de  texto,  escritos  a  maquina,  en  la  lengua  del  participante,  en 
cinco  copias  por  cada  trabajo,  firmado  con  seuddnimo,  y  en  sobre  sellado,  la  in- 
cacidn  del  nombre  que  individualice  el  trabajo. 


•  • 


The  University  of  Florida  has  scheduled  its  Twelfth  Annual  Conference  on 
the  Caribbean  for  December  7-9,  1961,  This  year’s  subject  is  the  Republic  of 
Colombia  and  among  the  speakers  who  will  attend  are  Carlos  Angulo,  Mauricio 
Obregon,  Carlos  Carces,  Orlando  Fals-Borda,  and  Eduardo  Zuleta  Angel — all  from 
Colombia. 


The  Colegio  de  Mdxico  inaugurated  a  new  building  and  the  Centro  de  Es¬ 
tudios  Internacionales  on  February  6,  1961.  The  latter  has  as  its  purpose  “ilus- 
trar  a  la  opinidn  mexicana  sobre  el  vasto  campo  de  las  relaciones  internacionales." 
To  aid  in  this  effort  a  free  public  library  has  been  initiated,  specializing  in  inter¬ 
national  affairs,  with  a  total  of  some  tluee  thousand  volumes  and  a  wide  range 
of  reviews  on  the  subject. 
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LA  CREACI6N  DE  NUEVAS  UNIDADES  AGRICOLAS.  Informe  del  Segundo  ti 
Seminario  Latinoamericano  sobre  Problemas  de  la  Tierra.  Edited  by  Thomas  F.  p 
Carroll.  (Santiago  de  Chile,  1961.  Pp.  143).  v 

This  is  the  report  of  a  task  force  of  agricultural  economists  and  other  tech¬ 
nicians  who  met  in  Montevideo  in  late  1959  under  the  auspices  of  the  FAO  and 
the  OAS.  While  the  magic — or  controversial — words  “agrarian  reform”  do  not  j 

appear  in  the  title  they  do  appear  in  the  first  paragraph  of  the  introduction  and  ] 

throughout  the  text.  In  fact  the  work  could  serve  as  a  guide  to  a  program  of  ] 

agrarian  reform,  showing  the  steps  that  should  be  taken  before  new  agricultural  ] 

rmits  are  established  and  the  requirements  for  their  success  in  the  way  of  credit, 
selection  of  personnel,  technical  training,  and  provision  of  allied  services  and 
facilities  that  must  be  made.  Certainly  it  serves  as  a  reminder  to  officials  that  ' 

shifts  in  land  ownership  are  only  a  small  part  of  successful  agricultural  refonn  ' 

and  that  the  other  demands  on  state  and  society  are  considerable.  * 

Each  section  of  the  report  was  debated  by  a  small  working  team  made  up  j 
of  experts  from  different  countries  so  that  the  language  represents  the  terse 
statement  of  the  areas  of  agreement  between  various  points  of  view  in  regard 
to  developmental  theory.  As  such,  its  text  is  all  the  more  significant  and  many 
passages  deserve  the  widest  dissemination.  The  following  may  be  of  interest: 

.  .  .  se  hizo  evidente  en  todas  las  discusiones,  vma  inquietud  extraordinaria, 
que  abaica  a  toda  la  regi6n,  por  enfocar  y  resolver  el  problema  agrario. 

En  parte,  la  raz6n  de  esta  inquietud  se  debe  a  la  importancia  que  recien- 
temente  estan  dando  algimos  circulos  dirigentes  a  los  problemas  de  tenen- 
cia  de  la  tierra  en  el  desarrollo  social  y  econdmico  de  los  paises,  pero  su 
mayor  impetu  se  origina  en  la  situacidn  de  la  poblacidn  rural,  que  se  hace 
cada  vez  mas  angiistiosa. 

Esta  inquietud  tiene  explicaciones  sumamente  complejas,  airaigadas 
en  caracteristicas  locales.  Sin  embargo,  como  se  demostrd  en  el  Seminario, 
existe  ima  raz6n  comun  muy  simple:  la  extrema  pobreza  del  campesina- 
do  y  la  escasez  de  oportunidades  visibles  para  mejorar  su  situacidn.  Como 
el  recitfso  mds  importante  del  agricultor  es  la  tierra,  cualquier  accidn 
reformista  debe  ser  iniciada  dandole  ocasidn  para  lograr  su  posesidn  y 
dominio. 

Mientras  en  America  Latina  se  acrecienta  la  inquietud  causada  por 
estas  presiones,  es  desilusionante  que  los  progresos  efectivos  logrados  sean 
tan  escasos  e  inadecuados,  dando  la  impresidn  de  que  los  proyectos  de 
distribucidn  y  de  colonizacidn,  aun  cuando  se  realicen  con  eficiencia,  be- 
nefician  sdlo  a  un  numero  muy  limitado  de  personas  sin  tierra  y  afectan 
sdlo  a  una  pequena  fraccidn  de  las  tierras  ociosas  .  .  .  (p.  15) 

El  Seminario  reconocid  la  imposibiUdad  de  realizar  una  reforma  agra- 
ria  sin  contar  con  un  financiamiento  adecuado,  ya  que  al  careccr  de  dste, 
el  establecimiento  de  nuevos  sistemas  de  tenencia  de  tierras  no  pasaria  de 
ser  materia  de  leyes  o  reglamentos.  Llama  la  atencidn  la  poca  importancia 
que  los  gobiernos  han  prestado  a  este  aspecto  fundamental,  (pp.  18-19) 

As  authorized  opinion  of  a  number  of  the  leading  professionals  in  the  Hemis¬ 
phere,  this  work  should  be  required  reading  for  all  interested  in  the  major  prob¬ 
lems  of  Latin  America. 

R.  E.  M. 
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TRADICION  Y  reforma  EN  1810  by  Sergio  Villalobos  R.  (Santiago  de  Chile, 
1961,  Pp.  237). 

This  is  a  thoughtful  and  thorough  reconsideration  of  the  background  of 
Chilean  independence  that  does  much  to  clarify  differences  and  changes  that 
arose  in  the  years  1808  to  1810  which  are  frequently  attributed  to  the  earlier 
years  as  well.  The  author  stresses  Chile’s  isolation  in  the  earher  years  and  the 
fact  that  many  so-called  precursors  of  independence  desired  only  reform  within 
the  monarchical  system  and  were  not  prepared  even  to  think  of  independence 
prior  to  1810.  Besides  the  aspects  of  revision,  the  work  is  valuable  as  a  well- 
written  description  of  the  period  with  a  wealth  of  material  on  social,  economic 
and  political  aspects. 

R.  E.  M. 

LA  LITERATURA  JURIDICA  ESPA5JOLA  DEL  SIGLO  DE  ORO  EN  LA  NUEVA 
ESPANA.  Notas  para  su  estudio  por  Javier  Malagdn-Barcelo.  (Mexico  City,  Bib- 
lioteca  Nacional  de  Mexico,  Instituto  Bibliografico  Mexicano,  3,  1959.  173  Pp. 

Ulus.) 

The  fact  that  Coimter  Reformation  Spain  erected  an  iron  curtain  against  the 
winds  of  modernism  blowing  across  contemporary  Europe  has,  until  recently,  moved 
most  historians  to  accept  the  slightly  absurd  corollary  that  the  Peninsula  also  en¬ 
deavored  to  place  a  similar  barrier  between  itself  and  its  New-World  possessions. 
According  to  the  long-established  tradition  of  the  so-called  “Black  Legend,”  Spain 
hermetically  sealed  off  its  American  realms  from  the  circulation  of  any  ideas  or 
literature  save  approved  ecclesiastical  writings  and  thus  kept  these  overseas  subjects 
ignorant  of  even  the  masterpieces  of  its  Golden  Age  of  creative  and  secular  letters. 
“No  books  except  of  a  certain  kind  ever  came  to  the  colonies  which  were  so 
jealously  guarded;  they  (the  Spaniards)  wanted  to  make  us  a  race  of  hermits  and 
they  made  us  a  race  of  revolutionists,”  indignantly  wrote  a  Colombian  Uterary  his¬ 
torian,  (Jose  Maria  Vergara  y  Vergara).  The  shallowness  of  this  judgment  has  been 
repeatedly  revealed  by  the  recent  discovery  and  study  of  bills  of  lading  covering 
Ixwk  shipments  from  Spain,  inventories,  and  notarial  documents  hidden  away  in 
the  archives  of  Spain  and  Spanish  America.  It  is  clear  from  the  incontrovertible 
evidence  offered  by  this  documentation  that  the  readers  in  the  Indies  readily 
acquired  and  presumedly  perused  the  same  works  of  all  kinds  as  their  counterparts 
in  the  mother  country,  including  writings  which  orthodox  Spain  regarded  as  sub¬ 
versive  and  heretical.  Thus  the  great  novelists,  dramatists,  poets,  thinkers,  and 
writers  of  secular  non-fiction  of  Spain’s  sigh  de  oro  were  enjoyed  throughout  the 
Hispanic  world. 

The  work  here  noticed  demonstrates  an  historical  reality  once  again  by  dwelhng 
at  length  on  the  volumes  of  jurisprudence,  political  science,  and  economics  produced 
during  Spain’s  apogee  whose  presence  in  America  is  revealed  by  colonial  book¬ 
lists.  In  these  categories  he  catalogues  422  titles  that  freely  circulated  in  New 
Spain  alone,  together  with  biographical  data  on  their  authors,  a  general  discussion 
of  Spain’s  rich  and  inventive  jiuridical  literature,  and  with  an  appendix  of  documents' 
pertaining  to  the  book-trade  in  Mexico.  Excellent  indices  are  also  supplied.  The 
nature  of  this  useful  siu^ey  makes  it  a  work  of  reference  rather  than  a  text  for 
general  reading,  but  it  is  nonetheless  a  highly  important  contribution  to  the  still 
incompletely  studied  cultural  and  intellectual  history  of  Spain  in  America. 

Irving  A.  Leonard 

University  of  Michigan 

*  These  include  a  tnemoria  de  libros  of  278  titles  submitted  to  the  Holy  Office 
by  a  Mexico  City  book-seller,  Paula  de  Benavides,  Viuda  de  Bernardo  Calderon,  in 
1683.  This  hst,  alphabetically  arranged  by  the  authors'  first  name,  appears  to  be 
distinct  from  another  submitted  in  the  same  year  by  this  book-dealer  which  the  re¬ 
viewer  published  in  the  Hispanic  American  Historical  Review  (vol.  27,  no.  3  (August, 
1947),  p.  420-435).  It  had  approximately  the  same  number  of  titles  similarly  arranged. 


REVISTA  DE  REVISTAS 


The  following  reviews  are  drawn  from  publications  with  which  the  Journal  of 
Inter-American  Studies  exchanges.  Issues  containing  articles  of  possible  interest  to 
readers  of  the  Journal  have  been  selected.  Publications  are  invited  to  add  the 
Journal  of  Inter-American  Studies  to  their  mailing  lists. 

Foro  Intemacional 

Volumen  I,  Numero  4,  abril-junio,  1961 

Published  by  El  Colegio  de  Mexico,  Guanajuato,  125,  Mexico  7,  D.F. 

This  new  magazine,  of  the  distinguished  quality  one  expects  from  a  publica¬ 
tion  of  the  Colegio  de  Mexico,  is  indeed  an  international  forum.  Countries  rep¬ 
resented  by  authors  in  this  issue  include  Mexico,  Brazil,  and  the  U.  S.,  and  the 
subject  matter  of  articles  is  as  varied  as  the  current  international  scene.  A 
vigorous  book-review  section  complements  equally  vigorous  articles.  Articles  in 
this  issue  include  “Politica  y  Politica  Econdmica  en  America  Latina”  by  Danid 
Cosio  Villegas;  “El  imperative  urgente  de  la  cooperacidn  interamericana”  by 
Jose  Carrido  Torres;  and  “La  crisis  social  en  Norte-Amdrica:  el  hedonismo  dd 
‘status-quo’”  by  Hans  Morgenthau. 

PoUtica  y  Esptritu 

Ano  XV,  Numero  259,  abril,  1961 

Ahumada  57,  Santiago,  Chile 

PoUtica  y  Esptritu,  organ  of  the  Chilean  Christian  Democratic  Party,  reprints 
in  this  issue  under  the  title  “La  Iglesia  y  el  problema  de  la  tierra  en  Latinoamd- 
rica”  an  interview  granted  by  Mons.  Manuel  Larrain  E.,  Bishop  of  Talca  (Chile) 
and  Vice  President  of  the  Comisidn  Episcopal  de  Amdrica  Latina.  In  answer 
to  the  question,  what  has  the  Church  in  Latin  America  done  to  better  deficient 
social  conditions,  Mons.  Larrain  points  out: 

En  numerosas  ocasiones  y  con  creciente  frecuencia  y  vigor  en  los  ultimos 
ahos,  los  obispos  latinoamericanos  han  denunciado  las  injusticias  y  acen- 
tuado  la  urgente  necesidad  de  reformas  bdsicas  y  estructmales  .  .  .  Mu- 
chos  obispos  han  acentuado,  y  continuan  acentuando,  la  exigencia  de  pagar 
salaries  justos,  la  necesidad  de  extender  a  todos  la  legislacidn  social,  y  la 
obligacidn  nacional  de  elevar  los  niveles  de  vida  de  nuestros  compatriotas 
mas  pobres  .  .  . 

Elsewhere,  Mons.  Larrain  declares? 

Una  distribucidn  mds  equitativa  de  la  tierra,  combinada  con  mejores 
condiciones  sociales  y  econdmicas  para  el  poblador  rural,  es,  como  ya 
dije,  el  primer  problema  de  todos  los  paises  latinoamericanos.  Es  tan 
vasto,  que  ninguna  solucidn  general  es  posible  sin  la  intervencidn  de  los 
gobiemos.  Pero  podemos  ayudar,  y  estamos  a)rudando,  a  crear  el  clima 
emocional  que  permita  una  accidn  nacional  .  .  . 
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Retista  de  Derecho  y  Ciencias  Politicos 

Ano  XXrV,  Numero  III,  Tercer  Cuatrimestre  de  1960 

Published  by  the  Facultad  de  Derecho,  Universidad  Nacional  Mayor  de  San 
Marcos,  Lima,  Peru. 

“Apostillas  para  una  Ley  Agraria  en  el  Peru”  by  Dr.  Manuel  SAnchez  Pala¬ 
cios  is  indicative  of  the  concern  of  all  sectors  of  Latin  America  for  agrarian  ques¬ 
tions  and  reforms.  In  a  lengthy  exposition  of  Peru’s  problems,  he  offers  “notes” 
on  what  an  agrarian  law  might  profitably  include. 

This  article  mirrors  the  complexities  and  contradictions  of  “agrarian  reform”. 
Men  of  intelligence  and  good  will  in  every  country  of  the  hemisphere  are  faced, 
as  Dr.  Sinchez  Palacios  is  faced  in  this  article,  with  the  search  for  solutions  to 
a  tragic  agrarian  problem,  which  in  some  resi>ects  is  not  “agrarian”  at  all.  For 
the  underlying  motive  for  change  in  the  existing  agrarian  structure  is  to  achieve 
more  equitable  distribution  of  the  national  income  and  wealth,  since,  of  course, 
in  Latin  America  wealth  derives  almost  solely  from  ownership  of  the  land.  Thus, 
what  other  countries,  including  the  U.  S.,  have  attempted  to  accomplish  through 
stringent  income  and  inheritance  taxes,  rigidly  enforced,  Latin  America  has  pro¬ 
posed,  since  the  Mexican  Revolution,  to  accomplish  through  widespread  redistri¬ 
bution  of  the  land. 

Yet,  the  understandable  desire  to  establish  small  independent  farmers  on 
lands  at  present  held  improductively  by  a  few  or  by  the  State  runs  counter  to 
the  prevailing  trend  in  world  agriculture  today,  that  of  larger  and  larger  units 
and  increasing  concentration  of  ownership  in  the  interest  of  efficiency  and  higher 
production.  In  a  word,  as  we  know,  agriculture  has  begun  to  “industrialize” 
itself.  In  the  U.  S.,  for  example,  the  small  independent  farmer  and  the  family 
farm,  often  cited  as  the  keystones  of  its  democratic  system,  though  once  significant, 
are  today  hardly  more  than  comforting  myths.  Income  and  corporate  taxes,  how¬ 
ever,  help  assure  that  profits  from  the  large  agricultxiral  enterprise  in  the  U.  S. 
benefit  not  just  the  few,  but  the  many.  In  this  way,  then,  property  may  be  said 
to  fulfill  its  social  function.  Though  “the  power  to  tax  is  the  power  to  destroy”, 
it  is  also  the  power  to  create-,  the  income  tax,  perhaps  more  than  any  other  single 
factor,  has  facilitated  the  U.  S.’s  most  recent  revolution,  the  great  complex  of 
socio-economic  change  begun  by  President  Roosevelt  in  1933,  a  complex  of  change 
still  imdef  way. 

Thus,  it  is  not  surprising  that  those  concerned  with  socio-economic  change 
through  reform  of  the  agrarian  structure  place  great  emphasis  upon  proper  taxation. 
Indeed,  without  taxation,  of  property,  profits,  and  income,  any  such  program  of 
socio-economic  change  is  almost  certainly  doomed  to  fail.  For  not  only  does 
taxation  provide  a  needed  source  of  governmental  revenue  and  liberate  capital  from 
private  hands  for  investment  in  public  works  and  other  projects,  but  it  also  assures 
that  profits  are  not  excessive  and  that  business  does  not  descend  to  mere  usury. 
Taxation  is  a  means  of  regulating  individual  and  corporate  economic  activity  and 
stimulating  economic  growth  for  the  conunon  good.  It  cannot  be  overlooked  as 
a  vital  component  of  the  revolutionary  change  many  Latins  Americans  so  anxiously 
desire. 
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